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AGING VETERANS AND HEALTH CARE ISSUES 



MONDAY, JUNE 24. 1985 

House of Representatives, 
Select Committee on Aging, 
Subcommittee on Retirement Income and Employment. 

Toms River, NJ. 

The subcommittee met, pursuant to notice, at 9:20 a.m , in Holi- 
day City, Berkeley Township, Toms Rive . NJ, Hon. Jim Saxton 
(acting chairman of the subcommittee) presiding. 

Members present. Representatives Saxton, Tauke, and Smith of 
New Jersey. 

OPENING STATEMENT OF CHAIRMAN JIM SAXTON 

Mr. Saxton. 1 would officially call this hearing of the Subcom- 
mittee on Retirement Income and Employment of the Select Com- 
mittee on Aging to order. 

I am the chairman for the day, Jim Saxton. On my right is the 
ranking member of the subcommittee, Congressman Tom Tauke, as 
vas mentioned, of Iowa, and, on my left, is our neighbor, Co; press- 
man Chris Smith of New Jersey. I want to welcome these two dis- 
tinguished members of the committee to Berkeley Township. It is a 
very, ^ery nice place to be, particularly on a nice day like this. 

Field hearings provide the committee with an excellent opportu- 
nity to assess first hand the needs and concerns of senior veterans, 
seniors and particularly our veteran population. We will share 
your views with the entire Aging Committee as well as the stand- 
ing committees, where we have legislative jurisdiction, on issues 
that have to do with health and, of course, veterans issues as well. 
For example, Congressman Tauke serves on the Health Subcom- 
mittee of the Committee on Energy and Commerce. He will be ac- 
tively involved in the budget process and that subcommittee has ju- 
risdiction over Medicare and Medicaid. He will be sharing the in- 
formation and recommendations that emerge from today's hearing 
on che subject of veterans health care as well. 

Congressman Chris Smith serves on the veterans subcommittee 
and information obtained today will be helpful to him as well. 

Our first panel will address the concerns of aging veterans. 
There are currently 3.3 million veterans aged 65 and older. This 
group constitutes 11 percent of the total veterans population. By 
1990, the number of veterans in this older group is expected to in- 
crease 7.3 million or 26 percent of the veterans population The 
demand for medical care from the VA is expected to increase with 
the number of older veterans. Congress has mandated that the VA 
develop current and long-term plans to address the needs for these 

(1) 
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agin£ veterans. The Veterans' Administration is beginning to place 
emphasis on alternatives to institutionalization in addition to re- 
viewing the adequacy of ihe nursing home beds, and I know that, 
from reviewing some of the testimony that we will hear this morn- 
ing, that we are going to put some emphasis on the subject of alter- 
natives to inpatient hospital care. 

We hope to learn from our veterans panel how Congress will fill 
the gaps in our long-term care for New Jersey veterans, in particu- 
lar. I believe that additional outpatient facilities are needed, so 
that veterans here in Ocean County will not have to drive long dis- 
tances to receive the type of health care that they need and de- 
serve. I plan to work with Congressman Smith and other members 
of the veterans affairs committee to see that New Jersey receives 
its fair share of funding for outpatient facilities. 

I might add that, at this poinc, Congressman Smith and I are co- 
sponsors of the resolution, which is aimed at providing a new out- 
patient care facility in South Jersey, perhaps in Ocean County or 
one of the counties close by 

I also hope to learn how you feel about proposals to place means 
tests on health care and limit benefits for nonservice connected dis- 
abled. I can tell you that I am strongly opposed to the proposals in 
the Senate version of the budget to limit health and income bene- 
fits for veterans. 

The Senate version of the budget freezes VA disability compensa- 
tion and pensions for 1986 The Senate budget also imposes a 
means test for veterans with nonservice connected disabilities. 

I believe that the veterans benefits are rights that veterans have 
earned for their service to their country, and they should be pro- 
tected. Veterans health care benefits are also an essential part of 
our long-term care policies. 

In view of the recent trend toward premature or early discharges 
from hospitals under prospective payments, the need for communi- 
ty-based alternatives to institutionalization has increased in order 
to accomodate these recovering patients. Unfortunately, they are 
often dumped into communities with gaps of postac *te care facili- 
ties and long waiting lists, so that very unhappy and uncomfort- 
able situations do occur. 

I believe that Congress must work with the medical community, 
health planners, and consumers to provide resources and leader- 
ship to fill the gaps in long-term care. I have selected witnesses 
today who I believe can work with me and with other members of 
this subcommittee and with the Aging Committee in general on a 
long-term basis to address the issues of New Jersey. I am especially 
interested in your views on how Congress may remove some of the 
barriers to home health care and make Medicare definitions of 
homebound and intermittent care less restrictive for the health 
care beneficiaries. Finally, I am interested in knowing your views 
on the HCFA waiver and Medicare reimbursement for home health 
care as well. 

On a final subject of prospective payments, I am interested in 
your views on the general issues of cost containment, regulation 
and competition in bringing medical care and inflation under con- 
trol. One of our biggest enemies in general in health care, in par- 
ticular. 
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I hope you will tell the committee what we can learn from our 
expeiience here in New Jersey with the statewide all payer system. 
New Jersey was a pioneer in this regard, and there is much to be 
learned from our system To what extent does the cost containment 
jeopardize the quality of care for older patients 9 What is the future 
of our independent and community hospitals 7 To what extent are 
professional review organizations, known as PRO's, affecting access 
to care and the decisions to admit patients in need of acute care to 
hospitals? 

As a member of the Energy and Commerce and Health Commit- 
tee, I know Congressman Tauke will be a key player in the future 
cost containment and competition in the health care field. 

In closing, I want to welcome all the witnesses here today and 
thank them very, very much for coming, especially our witness 
from the Health Care Financing Administration, HCFA, from 
Washington. We hope you will convey New Jersey's messages to 
Dr. Carolyn Davis, and continue to work with us in refining Feder- 
al regulatory policies that affect the quality of health care for the 
elderly and the veterans populations in New Jersey. 

At the conclusion of each panel, we will have a limited time, a 
period of time for the witnesses to respond to some questions from 
the three of us. We will have a break after the veterans panel and 
reconvene shortly thereafter. If you would like to address the com- 
mittee during the audience statements, that will be approximately 
11:20 or 11:30, please sign the list in the back, if you are interested 
in being a witness this morning, or speaking to us in any regard. 

Our first speaker during that time will be Mr. Tom Colitsas from 
Hamilton Township, who has requested to read in a statement 
from Mayor John Rafferty of Hamilton Township. 

We will also leave the hearing record open for 30 days following 
today for anyone who wishes to submit statements for the record. 
Copies of the printed hearing will also be available from my office 
or from the office of the Committee on Aging. 

I would like to turn now to Congressman Tauke, on my right, 
who I believe also has an opening statement. 

STATEMENT OF REPRESENTATIVE THOMAS J. TAUKE 

Mr. Tauke. Thank you very much, Mr. Chairman. 

This is my first trip to the State of New Jersey. I say the first 
trip to the State of New Jersey, I have been to Newark before, but 
my colleagues to the left keep telling me you have not been to New 
Jersey until you have been out of Newark. And, so, I guess this is 
my first trip to the State of New Jersey. And, if I had known how 
beautiful and delightful this area is, I would have arrived earlier 
than 9 o'clock last night, and I would stay longer than this after- 
noon I will have to come back for another visit. 

The reason I came to New Jersey, however, was not to see your 
beautiful scenery or to visit your beaches; it was to meet the people 
that Jim Saxton has been telling me about for the last 6 months. 
Since he has come to Congress, he keeps talking about the senior 
citizens from Ocean County, and as I came into your retirement 
community this morning, I have to tell you that I was very im- 
pressed with the community that you have here, c^nd as I reviewed 
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the testimony last evening, I was impressed with the comments 
that many of you are about to make this morning 

So, it is a great pleasure to be here. Now, I do want to tell you 
that your Congressman has, in his relatively brief time in Congress 
so far, been a real champion for the elderly in Congress. He has 
been a very active member of the Aging Committee, and certainly 
has been bringing the concerns of New Jersey senior citizens to the 
forefront in that committee. 

He took the lead in Congress in trying to preserve the Social Se- 
curity cost of living adjustment ana keeping that cost of living ad- 
justment in the House version of the budget. And, he has also been 
trying to remove Social Security from the unified budget, so every 
year we do not have to go through this process of trying to deter- 
mine whether or not cost of living adjustments will be granted in 
the .Social Security Program. 

I am also pleased to join my friend, Chris Smith, who also has 
been an activist in Congress, particularly on veterans and aging 
issues. He serves on the Veterans' Affairs Committee and will be 
touching lot of those issues this morning, and I know he will be 
taking your recommendations back to that committee. 

Today's hearing is obviously timely because we will be looking at 
New Jersey's veterans concerns just as Congress is ironing out the 
differences in the budget, and the standing committees are decid- 
ing how to follow the changes in the budget programs under their 
jurisdiction. 

The veterans benefits, there are differences in the two budgets, 
which Jim outlined in his statement. There are also differences in 
health care coverage. It will be helpful to hear your views on budg- 
etary issues since we will soon be voting on a compromised budget. 

The hearing is also timely as the demands of our VA health 
system are incieasing as other health care services are decreasing. 
Greater cost-sharing under Medicare and Medicaid will also affect 
the demand for veterans services. The increased demand for veter- 
ans health services is a long-term concern. 

Today, we have 3.3 million veterans aged 65 and over. That will 
exceed 8 million by the year 2000. Let me repeat that. Today, we 
have 3.3 million veterans over age 65, but we expect to have over 8 
million veterans over age 65 in the year 2000. 

Now, I understand that here in New Jersey you have a waiting 
list for beds in the VA medical centers. We do not have to specu- 
late too far to understand that there are going to be problems as 
that veterans population grows. 

We are interested in knowing if the solution to this problem lies 
in additional VA health facilities or alternatives to institutionaliza- 
tion. Perhaps the answer is better coordination between VA facili- 
ties and private health care providers. But, I understand that there 
is also a shortage of VA outpatient facilities, and I believe that out- 
patient facilities are a cost-effective alternative to institutionaliza- 
tion, if they are accessible. 

Unfortunately, in rural areas, veterans often have to drive long 
distances to outpatient facilities. Cost containment measures for 
Medicare as well as other payers are receiving mixed reviews. The 
positive aspects of cost containment include the reduction of infla- 
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tion and health care costs nationwide from 1C percent to about 5 
percent, and that certainly is good news. 

Private insurors are following Medicare's lead in controlling 
costs through more restrictive reimbursements. Traditional hospi- 
tal care is being replaced with shorter lengths of stay and declining 
hospital admissions. Hospitals are adopting better management 
and accounting requirements to meet the demands of the intricate 
cost containment guidelines, and, in many ways, all those things 
are good. 

However, there are negative aspects to cost containment, and we 
have heard stories of older patients being discharged into commu- 
nities without a continuum of care, such as few visiting nurse as- 
sistants or home health care services We are hearing that skilled 
nursing facilities have long waiting lists, while some hospitals have 
an abundance of empty beds. Hospitals in rural areas attribute 
their plight to MeH ; "are's DRG rural differential and wage inter- 
face. * 

We hope today to learn if State waiver systems, such as New Jer- 
sey's, provide an opportunity to address the problem with reim- 
bursement rates. While health care consumers, community hospi- 
tals and nonprofit health care providers may be the victims of our 
Federal cost containment system, investor owned for profit hospi- 
tals and health facilites appear to be benefitting from cost contain- 
ment. For profit hospital management chains are announcing bold 
expansion plans. Standard & Poors reports that the Hospital Corp. 
of An erica's net earnings for September 30, 1984, rose 21 percent. 

These chains obviously are able to meet the cost containment 
challenge by keeping their costs below DRG rates, and they benefit 
from shorter hospital stays because of a high turnover in patients 
requiring extensive procedures. 

They also have access to better technology and better sources of 
investment capital. So, while the management chains are expand- 
ing and profitting, operating margins for community and rural hos- 
pitals are declining. 

We are especially interested in learning your views on reforms 
which would foster the expansion in home health and other com- 
munity-based supportive services. I am interested in knowing if 
there are adequate planning and coordination among the providers 
of medical services in community-based support services. 

For instance, when hospitals discharge elderly patients who are a 
long way from recovery, are community services and referrals part 
of the patient's overall case management? The medical profession 
certainly has a role to play in the quality of care issues, accessibil- 
ity to health services and cost containment. Hospitals have a role 
to play also, and rural and community hospitals are responding to 
the problems ot empty beds as a result of cost containment by 
transferring resources into alternative modes of health care, such 
as ambulatory care, nursing and long-term care, swing beds and 
home health care. 

The final chapter in our discussion of long-term care is the fi- 
nancing of these programs. I am pleased that the evidence suggests 
that private insurors are following Medicare's lead in molding down 
costs and bringing down inflation in health care. 
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However, I believe we will eventually have to address the issue 
of catastrophic health care coverage to finance the long-term serv- 
ices that will be demanded by tomorrow's elderly population. 

The solution to all of our problems rests in the pooling of re- 
sources and ideas among Federal, State and health care communi- 
ties. 

Mr. Saxton, your congressman, is to be con .ended for bringing 
together tho&e elements for today's hearing, and I thank you, Jim, 
for inviting me. 

STATEMENT OF REPRESENTATIVE CHRISTOPHER H. SMITH 

Mr. Smith. Thank you. My name is Chris Smith. I represent the 
fourth district, which is just north of here, and, first of all, I would 
like to thank my good friend and colleague, Jim Saxton, chairing 
today's meeting, for hosting this hearing of the Select Committee 
on Aging, on the very important topic of health care for the aging 
veterans, health care under the prospective payment system, and 
home health care as an alternative to institutionalization. 

I also want to welcome my good friend and colleague, Tom 
Tauke, from Iowa, and Tom was mentioning what a beautiful day 
it is. It is unfortunate you did not bring your trunks, so you can 
sample some of the New Jersey shores. 

Mr. Tauke. I was wondering if we could check out the swimming 
pocl during the break. 

Mr. Smith. During the break, we will. 

The hearing will convene out on the terrace. 

But, I am very happy to be here to join all of you, and I look 
forward to the various witnesses who will appear before us today. 

First of all, Mr. Chairman, at present approximately 11 percent 
of the U.S. population or 24 million people are aged 65 or over. 
While the total population is expected to increase by 40 percent be- 
tween 1980 and the year 2030, the elderly population is expected to 
more than double to a total of 55 million people. 

I would point out to the members of this committee that accord- 
ing to the VA , the number of veterans over 65 will double by 1990, 
thus putting a greater burden on the VA health care delivery 
system. 

Of great concern to the health care community and to me, as a 
member of the subcommittee on hospitals and health care of the 
veterans affairs committee, is, in fact, that the number of veterans 
who are over 75 years of age- -those in the greatest need of medical 
care— will quadruple by the turn of the century. 

In order to handle the tremendous influx of elderly into the 
health care system, whether it be Federal, State or private, we will 
need a comprehensive plan to assure that our seniors will receive 
quality health care, thus assuring, to the extent possible, that their 
latter years will be healthy and productive. 

One step of several which I have taken in that regard is to intro- 
duce a bill, H.R. 1424, which would establish a VA satellite out-pa- 
tient clinic in southern New Jersey. This bill has been cosponsored 
by every member of the New Jersey congressional delegation, and 
represents a bipartisan acknowledgement of the increasing need 
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and continuing effort by the Congress to improve access to quality 
health care here in south Jersey 

The need for such facilities can be demonstrated, Mr. Chairman. 
The 1984 medical district initiated program planning, the MEDIPP 
study for the VA in region 2 pointed out that Ocean County has 
the greatest need for an out- patient clinic with bordering Atlantic 
County coming in third. 

I would point out to my colleagues that the study found that 
there would be approximately 51,000 service-connected businesses 
per year in Ocean County alone, which is three times the amount 
needed for construction of such a facility. 

Mr. Chairman, not only must we assure the availability of health 
care, we must also insist that health care be provided at a reasona- 
ble cost since the elderly, most of whom live on modest fixed in- 
comes, are least able to absorb the financial burdens brought about 
by increases in health inflation. 

Indeed, Congress has begun to work towards containment ir vari- 
ous ways, including freezes on physician fees as well as the DRG 
system. It is our job, however, to continue to look ahead for long- 
range solutions, such as increased use of home health care. 

Mr. Chairman, I look forward to the testimony that will be pro- 
vided, and this hearing will certainly be of benefit to our colleagues 
on the aging committee. 

I yield back the balance of my time 

Mr. Saxton. Thank you very much, both Congressman Tauke 
and Congressman Smith, and may I ask the first panel to come up 
and while they are on their way up, let me just say that I guess it 
was about 8 months ago that I first traveled to Washington, D.C., 
as a newly elected Member of Congress. I had no idea how busy the 
life of a Congressman is. I say that because these two gentlemen on 
my right and on my left both traveled a long distance to get here 
today and they could have been home with their families or play- 
ing golf or whatever you do on a day off because today is an unoffi- 
cial day off, if you will, for Congress. 

But, they are both here with me today, and I appreciate that 
very, very much. They certainly should be commended for that, 
and we can all thank them for coming to listen to our testimony. 

I might say that we do have some time constraints. I know that 
you all have prepared text, and certainly the prepared text will be 
made part of the official record. We would appreciate whatever you 
could do to make your statements this morning a? concise as possi- 
ble and, of course, direct and to the point. 

Thank you very much for coming. Let me introduce Mr. Bob Wil- 
liams, director of the VA Medical Center in Philadelphia; Melvin 
Friedman, chief executive officer, New Jersey Veterans Memorial 
Home; Bob Mussari, a personal friend of mine, assistant supervisor 
of the Disabled American Veterans; Dr. Thaddeus Leoniak, a 
member of the Veterans Administration Clinic Task Force; and 
Steve Leone, chairman of the Veterans Administration Clinic Task 
Force in Ocean County. 

You might guess that this is a panel on our aging veterans popu- 
lation. So, if we may start with Mr. Williams, director of the VA 
Medical Center. 
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STATEMENT 07 R. TOM WILLIAMS, MEDICAL CENTER DIRECTOR, 
VETERANS ADMINISTRATION MEDICAL CENTER, PHILADEL- 
PHIA, PA 

Mr. Williams. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I am pleased to 
have the opportunity to discuss the challenge of providing health 
care to the aging veteran population. 

The Veterans Administration is facing a major challenge, a very 
rapidly aging veterans population. Although the whole American 
population is growing older, the growth in the number of aging is 
even more rapid in the veterans group. As you have heard the Con- 
gressmen mention, by 1990, veterans over 65 will make up more 
than one quarter of the veterans population, and, by the year 2000, 
will be almost one-third of the entire veterans population. Here, in 
the State of New Jersey, of the approximately 900,000 veterans, 
about 17 percent are currently 65 years and older. In view of the 
health problems that accompany the aging, the VA can expect both 
increased demand and different kinds of demand for services. 
These changes have already begun to appear in the patients using 
our VA hospitals and out-patient facilities. They are also increas- 
ingly becoming recognized by the larger population. For example, 
the recent congressional budget office study on Veterans Adminis- 
tration health care and planning for the future years, which was 
published last year. 

In order to learn more about the aging veterans and their gener- 
al health, socioeconomic status, and their daily living conditions, 
the VA commissioned Louis Harris & Associates to conduct a na- 
tionwide survey of 3,000 veterans, aged 55 and over. This special 
study complements the VA's ongoing internal planning efforts to 
determine the changing veterans* needs. An accurate assessment of 
veterans health care need? and the projection of their impact on 
the geriatric concerns in the future have been a high priority item 
in the VA Department of Medicine and Surgery, as well as our De- 
partment of Veterans Benefits and Memorial Affairs. 

The VA has responded to this challenge through the develop- 
ment of comprehensive reports, which repiesent the necessary 
data, analysis and options for which the necessary veterans discus- 
sion ran ccur. This report, which I am sure the Congressmen have 
seen and many of you have, is called "Caring for the Older Veter- 
an." It is based on a set of assumptions, which not only can but 
must be carefully debated to ensure that all options are considered 
to meet the nerds of the veterans at an affordable cost. Other re- 
ports on the challenge, such as the CBO study and the options they 
offer will form a welcome addition to this discussion. 

In developing this VA report, a fundamental if sue was to project 
the real needs for future care, for which the VA might be responsi- 
ble. Since there was no reliable information on futc *e changes in 
Medicare or Medicaid, the projections were based cn the assump 
tions that Medicare and Medicaid would continue to meet about 
the same needs as they previously are being met. This means that 
taking all veterans 55 and over in the country, some 37 percent of 
them, have Medicare coverage, and for those 65 and over, about 90 
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percent of those veteians were covered by Medicare. That is both 
parts A and B in most cases. 

The need is difficult to quantify precisely. The VA worked on the 
report for over 1 year and developed three real need methodologies 
for projecting the needs after the year 2020. These were compared 
with the two demographic only projections, one by the Congression- 
al Budget Office and one by the VA MEDIPP data. The range of 
projected needs for VA hospitals, ambulatory care, and institution- 
al long-term care are all above the current levels of operation and 
should keep in the period 2000 to 2010. 

National data shows that the American men, 65 and over have 
more than twice the number of hospital days per capita than do 
men in the age group from 45 to 54. Veterans ase of VA hospitals 
and outpatient clinics has a similar pattern. Those 65 years and 
older represent 31 percent of the VA hospital discharges and 20 
percent of our total outpatient workload. 

The Veterans* Administration has been aware for some time of 
the special opportunity and the awesome responsibility that we 
have as a result of the aging clientele population we serve. The in- 
crease in the number of veterans and others reaching old age rep- 
resents a tremendous success story. Improvements in public health, 
reductions in childhood mortality and disease, new discoveries 
about diseases and their treatment, and changes in personal life- 
styles all have contributed to makiug this story a success. The solu- 
tions which have supported the aging population, however, has cre- 
ated a situation which is universally now being viewed as a prob- 
lem, and, that is, how do we meet the needs of this changing popu- 
lation? 

Most elderly people and veterans live in their ^vrn households 
within the community. The primary goals for ihe elderly, there- 
fore, should be to try to maintain their physical and psychological 
well-being, their financial security, and their intergration with so- 
ciety, which is critical to their functioril dependence. 

Not all of the aged are sick an functionally dependent as most 
people think. In fact, the data indicate that a significant portion of 
the elderly lead relatively healthy and unimpaired lives. With old 
age, however, comes the greater likelihood of illness, functional im- 
pairment, and increased dependency. 

Family and friends provide an estimated 60 to SO percent of the 
supportive care needed by senior citizens. For those without finan- 
cial resources and this informal support, infirmities can translate 
into a much greater need for suj. »ort, for formal service providers, 
often in the form of hospital or some other institution. 

Developing the balance between fostering independence and pro- 
viding the necessary needs and programs is the challenge of the 
VA. The VA Medical Center is addressing these increased medical 
care requirements of the aging population by providing high qual- 
ity, comprehensive, acute, and long-term care, by developing and 
maintaining pertinent educational programs, and by carrying out a 
health services research program that tries to improve the status 
and well-being of the elderly. 

Models of care have been developed, along with the traditional 
acute care services, that respond specifically to the needs of the 
older veteran. The intent is to provide elderly veterans with a 
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range of medical and health services that are designed to restore 
and maintain optimal health, to foster their independent living, 
and to improve their quality of life. 

We have set up a number of geriatric evaluation units, which 
will, hopefully, help us to better serve the needs of the elderly vet- 
erans as they are placed outside of hospitals. We currently have 43 
such geriatric evaluation units, including one of them at our hospi- 
tal in Philadelphia. 

We have an extended care program, which provides a broad spec- 
trum of both institutional and noninstitutional care in the VA. 
Since this report came out last year, "Caring for the Older Veter- 
an," we have made considerable progress in trying to meet the 
needs of older veterans. 

I will summarize quickly, just some of the highlights of the pro- 
gram that we are currently planning and currently that are in 
action here in 1985, that will increase— meet the needs of the older 
veterans. 

Many of the VA facilities are developing special programs relat- 
ed to medical, psychiatric, and rehabilitative needs for the frail el- 
derly, the ones who do not have this informal support. We have ad- 
vanced diagnostic techniques, which are being incorporated into 
medicine, which will help us, hopefully, improve the assessment 
and care planning for the elderly patient, vrith chronic and acute 
care problems. 

To meet the long-range, long-term care patients, particularly 
those in nursing homes, we have several extended care programs 
that we are expanding during this year of 1985. For example, we 
have five new geriatric evaluation units that are being implement- 
ed for a total of 45. We have 6 new hospital-based home care pro- 
grams that we are initiating, which will give us a total of 49. We 
have five additional adult day care centers which will be in oper- 
ation by the end of the year, for a total of nine. We have 11 new 
VA nursing home care units that are being added, and that brings 
us to a total of a 116. Wa have two more geriatric research, educa- 
tion and clinical centers. That gives us a total of 10 of those. 

We have a number of State home construction and renovation 
projects, which will be continuing and will be completed this year, 
and, hopefully, some new ones initiated. 

During 1985, we had 54 medical centers providing support to a 
103 geriatric trainees in the field of social work, psychology, optom- 
etry, audiology, and speech pathology. We have 24 physicians and 5 
dentists, supported by geriatric fellowships, to complete their train- 
ing, and 45 master degrees students in geriatric and gerontology 
nursing. 

We have 18 funded research projects related to the biological 
process underlying aging. We have some studies in the area of Alz- 
heimer's disease. We have a new multisite research project involv- 
ing 10 medical centers on studying the prevalence of eye disorders 
among the older veterans, and we are developing an evaluation of 
our adult day care programs to see about its benefits and its cost 
effectiveness. 

These are what we as our needs for the future in planning for 
taking better care of the older veterans, and we hope to meet this 
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challenge, and I appreciate the oppportunity of being here this 
morning to discuss it with you. 

And, Congressmen, the complete text of my transcript is avail- 
able for you all. 

[The prepared statement of Mr. Williams follows:] 

Prepared Statement of R Tom Williams, Medical Center Director, Veterans' 
Administration Medical Center, Philadelphia, PA 

Mr Chairmen and Members of the Committee I am pleased to have the opportu- 
nity to discuss the challenge of providing health care to the aging veteran popula- 
tion 

The Veterans Administration is facing a major challenge— a very rapidly aging 
veteran population. Although the whole American population is growing older on 
the average, the growth in the number of aged is much more rapid in the veteran 
group. By 1990, veterans over 65 will make up more than a quarter of the veteran 
population and, by 2000, will reach slightly over one-third. In the State of New 
Jersey, of the approximately 900,000 veterans, about 17 percent are currently 65 
years or older In view of the health problems which accompany aging, the Agency 
can expect boty increased demand and different kinds of demands for services. 
These changes have already begun to appear in the patients using VA's hospitals 
and outpatient facilities They are also increasingly being recognized by the larger 
community; for example, in the Congressional Budget Office (CBO) Study "Veterans 
Administration Heulth Care* Planning for Future Years," published last year. 

In order to leam more about the aging veterans and their general health, socio- 
economic status, and daily living conditions, the VA commissioned Iouis Harris and 
Associates to conduct a nationwide survey of 3,000 veterans aged 55 and over. This 
special study complements VA's ongoing internal planning efforls to determine 
changing veteran needs Accurate assessment of veterans' health care needs, and 
projection of their impact on geriatric concerns in the future have been a high pri- 
ority item in the Medical District Initiated Program Planning (MEDIPP) activity of 
the Department of Medicine and Surgery (DM&S) in each of the past three years. 
Similarly, the Department of Veterans Benefits (DVB) and the Department of Me- 
morial Affairs (DMA) have focused their planning efforts on assessing the effects of 
an aging veteran population on their elements of the Agency's mission. 

The VA has responded to this challenge through the development of a comprehen- 
sive report which presents the necessary data, analysis and options from which a 
necessary policy discussion can occur. This report— CARING FOR THE OLDER 
VETERAN — is based upon a set of assumptions which not only can but must be 
carefully debated to ensure that all options are considered to meet the needs of vet- 
erans at an affordable cost Other reports on the challenge, such as the CBO study, 
and the options they offer will form a welcome addition to the discussion. 

In developing the VA report a fundamental issue was to project the real need for 
future rue for which the VA might be responsible. Since there was no reliable in- 
formation on future changes in Medicare and Medicaid, the projection was made 
based on the assumption that Medicare and Medicaid would continue to meet the 
sarue needs as previously met. This meant that taking all veterans 55 and over in 
the country, some 37% of them had Medicare coverage and for those 65 and over, 
about 90% of those veterans were covered by Medicare — both Parts A and B in most 
cases. 

The need is difficult to quantify precisely VA worked on the report for over a 
year and developed three "real need" methodologies for projecting need out to the 
year 2020 These were compared with two demographic only projections, one by the 
Congressional Budget Office and one from VA's MEDIPP data The range of project- 
ed need for VA hospital, ambulatory end institutional long-term care are all above 
the current levels of operation and peak during the period 2000-2010. 

National health data show that American men 65 and over have more than twice 
the number of hospital stays per capita than do men in the 45-64 age group Veter- 
ans' use of VA hospitals and outpatient clinics has a similar pattern Those 65 years 
and older represent 31% of V- hospital discharges, and 28% of VA outpatient 
visits 

The Veterans Administration has been aware for some time of the special oppor- 
tunity and awesome 1 responsibility it has as a result of the aging of its client popula- 
tion 

The increase in the numbe r of veterans and others reaching old age represents a 
tremendous success story Improvements in public health, reductions in childhood 
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mortality and disease, new discoveries about diseases and their treatment, and 
changes in personal lifestyles all have contributed to making the story a success 
The "solutions" which have supported the aging of the population have created a 
situation, however, that is almost universally viewed as a "problem"— how to meet 
the needs of this changing population 

Most elderly people and veterans live in their own households within the commu- 
nity. The primary goals for the elderly should be to maintain their physical and psy- 
chological well-being, their financial security, and their integration with society, 
which is crtical to their functional independence 

Nevertheless, aging is widely associated with the gradual decline in the individ- 
ual's ability to function independently. Longer life is similarly associated with a 
higher occurrence of disease Death may shorten the period of decreasing capacity, 
but for many people there is an inevitable onset of increasing frailty 

Much of this frailty can be compensated for if the proper medical and support 
services are available to the older individual. Such services must, however, be both 
timely and coordinated if they are to be effective in maintaining the maximum fea- 
sible degree of independence 

In providing health care to the elderly, promotion of the maximum Jevel of func- 
tional independence is the fundamental goal. 

It is commonly belewed that "old age" (1 e., 65 plus) is synonymous with illness, 
disease, and functional incapacity This supposition may be true to the degree that 
humans do experience a decline in numerous physiological functions as they age, 
but these declines are normally gradual — often extending over decades 

In general, old age, in the absence of disease, is a period of relatively good health 
and sustained ability to function While "aging" as a biological process is inevitable, 
it continuous and progressive nature relate to an indivdiual decline in adaptability. 

To make a correlation between physiological age and chronological age is difficult. 
It is equally difficult to determine when physiological changes become pathological 
Much is now known about the "aging" of the nervous system, endocrine function, 
ability to fight infection, and cardiovascular performance. Yet the distinction be- 
tween these "aging" changes and pathology is rarely clear. 

While there is, with increasing age, a gradual loss of vigor, most of the mainte- 
nance of independence relates closely to the severity of physical, mental, and social 
disabilities in the elderly 

Due to multiple diesease conditions and increasing frailty, the aged often exhibit 
a diminished capacity to function effectively and independently One general indica- 
tor of decreased well-being is the heightened prevalance of activity-limiting condi- 
tions. 

It h"- oeen documented that the proportion of a given population with some activ- 
ity himtation increases significantly with age 

Indicators of health status reflect the greater health needs and the decreasing ca- 
pacity for independence of an aged population Disease and chronic disability impair 
capacity to carry out the usual activities associated with daily living, and this im- 
pairment creates the need for sustaining services 

Eventually, the availability of helpers who function as the primary network to 
support activities of daily living is crucial if the elderly are to maintain independ- 
ence while experiencing decline in function The availability of family or friends 
and the financial means to pay for services greatly affect the ability to function in- 
dependently. 

Not all of the aged are sick and functionally dependent In fact, the data indicate 
that a significant portion of the elderly lead relatively healthy and unimpaired 
lives With old age, however, comes the greater likelihood of illness, functional im- 
pairment, and increased dependency 

Family and friends provide an estimated 60 to 80 percent of the supportive care 
needed by senior citizens For those without financial resources and informal sup- 
port, infirmities can translate into a much greater need for support from formal 
services providers, often in the form of institutional cnre 

Although m :ch about the future health needs of the elderly remains unresolved, 
there is no lack of clarity regarding the correlation between age and greater health 
care needs and the higher consequent use of resources 

Providing sustaining care for the elderly will have to continue to be compassion- 
ate, efficient, and effective. If the cost is not going to become prohibitive, then mech- 
amsms that ensure continuity will have to be directed towards the truly needy 

Developing a balance between fostering independence and providing the necessary 
services and programs in the event of deterioration is vital. 

The BA medical care system is addressing the increasing medical care require- 
ments of the aging veteran population by providing high quality, comprehensive, 
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acute and long-term care, by developing and maintaining pertinent educational pro- 
grams, and by carrying out a health services research program that strives to im- 
prove the status and well being of the elderly 

Models of care have been developed, along with the traditional acute care serv- 
ices, that respond specifically to the health needs of older veterans The intent is to 
provide elderly veterans with a range of medical and health services that are de- 
signed to restore and/or maintain optimal health, foster independent living and im- 
prove the quality of life 

Geriatric Evaluation Units are developed in medical centers to improve diagnostic 
assessment, treatment, and placement of older patients who may have some remedi- 
able impairments, multiple chronic diseases, or psycho-social problems which need 
to be fully assessed GEU's also provide training and research opportunities for phy- 
sicians and other health care professionals There are 43 GFU's presently operating 
in the VA hospital system and one is located at the Philadelphia VA Medical 
Center 

The VA's Extended Care programs encompass a broad spectt-urr of institutional 
and non-institutional care The range of progrms, in addition to extended hospital 
care (intermediate care) and outpatient care, includes, nursing home care, which 
has three components— the VA's own nursing home care programs, the community 
(contract) n using home care program, and the state nursing home care program; the 
domiciliary programs of both the VA and the states, tlie hospital based home care 
program, the adult day health care program; the community residential care pro- 
gram, and one prototype hospice program caring exclusively for the terminally ill. 

Since the report, "Caring for the Older Veteran," was published in July 1984, con- 
siderable progress has been made toward meeting the increasing care needs of older 
veterans I will summarize some highlights of the program plans and actions that 
are being taken this year (1985) to meet the increasing care needs of older veterans. 

Many VA facilities are developing special programs related to medical, psychiat- 
ric and rehabilitative care needs of the "frail" elderly 

Advanced diagnostic techniques are being incorporated into medicine which will 
improve the assessment and care planning for elderly patients with acute and 
chronic health programs. 

To meet the projected increases in long term care patients, particularly then*, re- 
quiring nursing home care, several extended care programs are being expanded this 
year (FY 1985) and the totals are indicated 

Five more Geriatric Evaluation Units (GEUs) will be implemented and 34 staff 
members added to the programs of 17 GEUs Total 45 

Six Hospital Based Home Care (HEHC) programs will be initiated Total 49 

Five additional Adult Day Health Centers (ADHC) will be in operation by the end 
of 1985 Total 9 

Eleven new VA Nursing Home Care units are being added Total 116 

Two more Geriatric Research, Education and Clinical Centers (GRECCs) will 
reach full activation Total 10 

A number of State Home Care construction and renovation projects will be con- 
tinuing as well as new ones initiated 

A national training conference was held in May, 19*5, to focus on methods and 
strategies for expanding VA and community joint efforts in the development, coordi- 
nation and integration of services for eHerly, "at-risk" veterans 

The VA's gerontology research and training programs will continue to prepare 
physicians and other health workers to deal with the problems of aging 

During 1985, 54 medical centers will be providing support to 103 associated health 
geriatric trainees in such fields as social work, psychology, optometry and audiology 
and speech pathology 

Twenty-four physicians and five dentists, supported by Geriatric Fellowships, will 
complete their training, and 45 masters degree students in Geriatric/Gerontology 
Nursing will be using VA facilities as part of their studies. 

Biomedical research related to aging will be conducted in the Geriatric Research, 
Education and Clinical Centers One medical center is being designated as an Alz- 
heimer's Disease Research Center Other research activities will include: 

18 funded research projects related to the biological processes underlying aging. 

A cooperative study to test the effectiveness of physostigmine in Alzheimer's Dis- 
ease 

A multi-site research project (10 VAMCs) to study the prevalence of eye disorder 
among older veterans, and 

Development of an evaluation of the Adult Day Health Care program regarding 
its benefit and cost effectiveness 
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Although considerable progress has been made in the past few years toward meet- 
ing the increasing care needs of older veterans, the challenge is still ahead Older 
veterans represent the majority of patients being cared for in VA, community and 
State nursing homes The average daily census and number of patients treated 
during the last yea r increased for all types of nursing home care programs The in- 
crease in census for nursing home care and community residential care are expected 
to continue in the future along with an increase in patients treated in the Hospital 
Based Home Care Program Many of these older veterans will need acute care and 
outpatient services in the future as well as extended care VA's report, "Caring for 
the Older Veteran" addresses the future health care needs of the growing number 
of aging veterans and presents some strategic options and objectives The assess- 
ment of future resource requirements is a dynamic variable of changing technology, 
health characteristics, economic conditions, availability of private sector health 
care, changes in ~ 7 A eligibility, and other economic factors 
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Mr. Saxton. Thank you very much, and you will be sure that we 
get a complete copy of your testimony so that we can make it a 
part of the official record. We would appreciate it. 

Mr. Friedman. Dr. Friedman, I should say. 

STATEMENT OF DR MELVIN FRIEDMAN, CHIEF EXECUTIVE OF- 
FICER, NEW JERSEY VETERANS MEMORIAL HOME, MENLO 
PARK. NJ 

Dr. Friedman. Mr. Chairman, members of the committee, my 
name is Dr. Mel Friedman, and I am presently the chief executive 
officer of the New Jersey Veterans Memorial Home at Menlo Park, 
one of two State homes in New Jersey. 

The literature today is replete with demographic statistics, that 
places the present veterans population over the age of 65 at 3 mil- 
lion, with the anticipated increase of 2 to 3 times that number or 
approximately 9 million by the year 2000. 

Similarly, the number of veterans 75 years old and older will in- 
crease to in excess of 4 million by f he year 2000. 

What do these demographic characteristics of these 3 million vet- 
erans over 65 years of age reveal? First of all, only 3 percent of 
them are female. The vast majority of aging veterans live with 
spouses or other family members at home, rather than alone, and a 
majority of veterans, over the ?vge of 65, describe their health as 
excellent or good compared witn others their own age. This group 
reports psychological and psych omatic problems, which are not dis- 
similar, to those reported by tl e general population. Although this 
group reports that their activities are limited in some way by 
health, they do not appear to produce functional impairment which 
requires support services. 

What becomes readily apparent is that although the veterans 
population, aged 65 and over, statistically appear to be in reason- 
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ably sound physical condition, the very explosion within their num- 
bers over the next 15 years will require our immediate attention in 
order to only maintain the same level of service presently provid- 
ed—being provided to this group. Although purchase of care and 
home health care services are available to that portion of the veter- 
ans population which requires these services, the preponderance of 
these individuals requiring a long-term care facility must either 
rely on the Veterans' Administration or one of the 42 State veteran 
nursing homes, located throughout these United States. 

But, these long-term care veterans facilities, whether VA or 
State operated, are too few and have lengthy waiting lists. New 
Jersey, with its 138,000 veterans, over the age of 65, has insuffi- 
cient beds to provide services to those individuals in need. Both 
Lyons VA Medical Center and East Orange VA Medical Center 
have waiting lists in excess of 6 months. Menlo Park and Vineland 
Veterans Memorial Homes have waiting lists close to or in excess 
of 1 year. Although Lyons Hospital has been approved for a 240-bed 
nursing facility, East Orange Hospital has plans for expanding 
their 60-bed nursing unit by 30 beds- and the Division of Veterans 
Programs and Special Services will be opening a third State center 
and home in Bergen Pines later this year, all demographic statis- 
tics point up to the startling fact that the demand will far exceed 
the supply of beds. 

Not only will there be 3 times the veterans population over 65 by 
the year 2000, but one must also factor into this equation that med- 
ical breakthroughs have increased the life expectancy of our aged 
population. What we must then face is the reality that not only are 
waiting lists projected to increase considerably over the next 15 
years, but that the period of time a member remains in a nursing 
home will also increase because of continuing medical advances. 

Home health care permits an individual to reside in the commu- 
nity until such time as closer supervision is necessary and concur- 
rently makes a long- term bed available to some less fortunate vet- 
eran. Although this option presently exists for the aged veteran 
today, the cost to the individual or his family is oftentimes prohibi- 
tive. At $100 dollars per day, how long would it take the average 
family to exhaust its life savings? Perhaps we can consider some 
form of Federal tax relief for the aged veteran should he wish to 
remain in a community environment rather than selecting the 
option of entering a VA or State nursing home facility should a 
bed be available. 

Second, once the aged veteran reaches that level of physical dete- 
rioration which requires his placement in a nursing facility, every 
effort should be made to permit him to retain his ties with the 
community. This can only be accomplished if the veteran is afford- 
ed the opportunity of extended home visitations of a duration in 
excess of what the VA presently allows. With the existing legisla- 
tion, should a veteran be on furlough from a long-term care facility 
in excess of 96 hours, no portion of that leave may be claimed by 
the nursing home for purposes of VA reimbursement. 

The current per diem reimbursement rate for State veterans 
nursing home care and domiciliary care are $17.05 per day for 
nursing, and $7.30 for domiciliary. Should an excessive number of 
community visitations in excess of 96 hours be approved in the 
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course of a year, the nursing home administrator is sure to be 
brought to task by his governing board. Perhaps one might wish to 
consider permitting each veteran in a nursing home the opportuni- 
ty of taking a 1- or 2-week period of time apart from the nursing 
home without asking the for-profit proprietary homes to subsidize 
this vacation. 

Although our nursing homes provide outstanding services to the 
community, the 96-hour rule impedes them from permitting the 
aged veteran from spending a reasonable period of time with his 
spouse, son, daughter, or ether loved ones. 

To reconcile these issues, I offer the following for your consider- 
ation: 

Provide Federal tax relief to those veterans or his family who 
are willing to care for their veterans who would otherwise be 
placed in a nursing facility. Proprietary nursing homes presently 
receive reimbursement of $60 per day to provide nursing home 
care. In addition, the 1984 nationwide per diem rate to maintain a 
nursing home patient in a VA environment was $106 per day. By 
allocating a portion of that amount to the family of an aged veter- 
an in the form of a tax rebate, it would improve the quality of life 
of the individual and would prove to be far more cost efficient. At 
the same time, it would subsidize the family, which could then 
afford to purchase the services of a home health care nurse or aide 
during normal working hours, when both the husband and the 
wife, with an aging veteran parent, might be required to work. 

Second, once the veteran's physical condition warrants place- 
ment in a nursing home, this sho^d not result in his losing family 
identity. The patient should be permitted to take extended visita- 
tion. An increase in the 96-hour rule would afford the veteran an 
opportunity to remain in his family environment for a more rea- 
sonable period of time. 

Last, some thought should be given to discouraging the VA from 
building additional VA nursing facilities and, rather, divert these 
funds to the States so as to provide the incentive necessary to 
ensure that each of the 50 States participates in a State veteran 
nursing home program. With proprietary per diem costs approach- 
ing $60 plus per day, and VA per diem rates in excess of $106 per 
day, it is certainly far more cost efficient to encourage State expan- 
sion of the nursing home programs at the present $17.05 per diem 
reimbursement rate. 

Further title 38, as amended, authorizes tie VA to participate in 
up to 65 percent of the cost of new housing, nursing home construc- 
tion. By increasing both the funds available to the VA for this pur- 
pose and permitting them to assume a greater percentage of the 
construction costs of new facilities, it would permit the States end 
the VA to provide services to a greater number of aged veterans 
more efficiently and, at the same time, would provide some relief 
to those increased numbers of veterans who will be vying for the 
limited number of nursing care beds required between now and the 
year 2000. 

What is clear is that some serious consideration should oe given 
to these issues before the World War II veterans begin to seriously 
impact on the nursing home waiting lists. 
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Congressmen, I would like to thank the members of the commit- 
tee for the opportunity of addressing this distinguished body, and I 
would hope that my contribution today would, in some small part, 
assist you in successfully meeting the challenges cf tomorrow 

My full text is also available. 

[The prepared statement of Dr. Friedman follows:] 

Prepared Statement of Dr Melvin Friedman, Chief Executive Officer, New 
Jersey Veterans Memorial Home, Menlo Park, NJ 

Mr Chairman and members of the committee My name »s Dr Melvin Friedman 
and I am presently ihe Chief Executive Officer of the New Jersey Veterans Memori- 
al Home at Menlo Park, one of two State Veterans Homes in New Jersey I would 
like to thank you for the privilege of appearing before this distinguished committee 
to discuss some pressing issues pertaining to the aging veteran population 

The literature today is replete with demographic statistics which places the 
present veteran population over the age of sixty-five at 3,000,000 with an anticipat- 
ed increase of three times that number or 9,000,000 by the year 2000 Similarly, the 
number of veterans 75 years old and older will increase to in excess of 4 000 000 by 
the year 2000 

What do the demographic characteristics of these 3,000,000 veterans over 65 years 
of age reveal? First of all, only 3% of them are female. The vast majority of aging 
veterans live with spouses or other family members at home rather than alone and 
the majority of veterans over the age of 55 describe their health as excellent or good 
compared with others their own age. This group reports psychological or psychoso- 
matic problems at rates which are not dissimilar to those reported by the general 
population Although this group reports that their activities are limited in some 
way by their health, they do not appear to produce functional impairments which 
require support services. 

A recent study conducted by the VA reveals that most veterans are in reasonably 
sound financial condition with the average household income in 1982 being $20,900. 

What becomes readily apparent to this author is that although the veteran popu- 
lation age 65 and over appear to be in reasonably sound physical condition, the very 
explosion within their numbers over the next fifteen years will require our immedi- 
ate attention in order to only maintain the same level of service presently being 
provided to this group Although purchase of care and home health care services are 
available to that portion of the veterans population which require these services, 
the preponderance of these veterans requiring a long term care fac 1 must either 
rely on the Veterans Administration or one of the forty-two State Veterans Nursing 
Homes located throughout these United States 

But these long term care veteran facilities, whether VA or State operated, are too 
few and have lengthy waiting lists New Jersey, with its 138,000 veterans over the 
age of 6o has insufficient beds to provide services to those individuals in need Both 
Lyons VA Medical Center and East Orange VA Medical Center have waiting lists of 
six months or more Menlo Park and Vineland Veterans Homes have waiting lists 
close to or in excess of one year Although Lyons Hospital has been approved for a 
240 bed nursing facility, East Orange hospital bus plans for ex panding their 60 bed 
nursing unit by 30 beds, and the Division of Veterans Programs and Special Serv- 
ices (Department of Human Services) will be opening a third State Veterans Home 
in Bergen Pines later this year, all demographic statistics point up to the startling 
fact that the demand will far exceed the available supply 

Not only will there be three times the veterans population over 65 by the year 
2000, but one must abo factor into this equation, that medical breakthroughs have 
increased the life expectancy of our aged veteran population. What we must then 
face is the reality that not only are waiting lists projected to increase considerably 
over the next fifteen years, I ut that the period of time a member remains in a nurs- 
ing home will also increase bx:ause of continuing medical advances 

Is the answer to this population explosion simply to continue to build additional 
nursing homes 9 I think not YL ther, one should look to alternative means by which 
to provide services to these veterans which might serve to complement the nursing 
home program At a minimum, one should consider some means by which the agea 
veteran might remain in the community until his physical condition deteriorates to 
that point whereby a long term care environment must be considered 

Home health care permits an individual to reside in the community until such 
time as closer supervision is necessary and concurrently makes a long term bed 
available to some less fortunate veteran Although this option presentl> exists for 
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the aged veteran today, the cost to the individual or his tamil> is oftentimes prohibi- 
tive At $100 00 per day, how long would it take the average family to exhaust its 
life's savings 9 Perhaps we can consider some form of Federal tax relief for the aged 
veteran should he wish to remain in a community environment rather than select- 
ing the option of entering a VA of State nursing facility, should a bed be available 

Secondly, once the aged veteran reaches that level of physical deterioration which 
requires his placement in a nursing facility every effort should be made to permit 
him to retain his ties with the commun*iy This can only be accomplished if the 
veteran is afforded the opportunity of extended home visitations of a duration in 
excess of what the VA presently allows With the existing legislation, should a vet- 
eran be on furlough from a long term care facility in excess of 96 hours, no portion 
of that leave may be claimed by the nursing home for purposes of VA reimburse- 
ment Should a patient wish to take an extended leave from the facility in excess of 
96 hours, the State and proprietary homes must consider the fiscal impact that ap- 
proval of this request would have on the overall operation The current per diem 
reimbursement rates for nursing home care and domiciliary care are $17 05 and 
$7 30 respectively Should an excessive number of community visitations, in excess 
of 96 hours, be approved in a fiscal year, the nursing home administrator is sure to 
be brought to task by his governing board Perhaps one might wish to consider per- 
mitting each veteran in a nursing home the opportunity of taking a one or two 
week period of time apart from the nursing home without asking the "for profit pro- 
prietary homes" to subsidize this vacation Although our nursing homes provide an 
outstanding services to the veteran community, the 96 hour rule impedes them from 
permitting the aged veteran from spending a reasonable period of time with his 
spouse, son, daughter, or other loved one 

To reconcile the above, I offer the following for your consideration 

1 Provide Federal tax relief to those veterans or the family of a veteran who are 
willing to care for a veteran who would otherwise be institutionalized Proprietary 
nursing homes presently recewe VA reimbursements of $60 00 per day to provide 
nursing home care In addition, the 1984 nationwide per diem rate to maintain a 
nursing home patient in a VA environment was $106 15 By allocating a portion of 
that amount to the family of an aged veteran in the form of a tax rebate, it would 
improve the quality of life of the individual and would prove to be far more cost 
efficient At the same time, it would subsidize the family which could then afford to 
purchase the services of a home health nurse or aide during normal working hours 
when both the husband and wife with an aging veteran parent might be required to 
work The families with two bread-winners could continue to work and would only 
be required to provide assistance to their loved ones after working hours and on 
weekends 

2 Once the veteran's physical condition warrants placement in the nursing home, 
this should not result in his losing his family identity The patient should be permit- 
ted to take extended home visitations An increase in the 96 hour rule would afford 
the veteran an opportunity to remain in the family environment for a more reason- 
able period of time Many residents in our nursing facilities throughout the United 
States would avail themselves to this option should it exist. 

3 Lastly, some thought should be given to discouraging the VA from building ad- 
ditional VA nursing facilities and rather divert these funds to the states so as to 
provide the incentive necessary to insure that each of the 50 states participates in a 
State veteran's nursing home program With proprietary per diem costs approach- 
ing $60+ per day and VA per diem rates in excess of $106.00 per day, it is certainly 
far more cost efficient to encourage State expansion of the nursing home programs 
at the present $17 05 per diem reimbursed rate Further, Title 38, U-S C. 5031-5037 
las amended) authorizes the VA to participate in up to 65% of the cost of new nurs- 
ing home construction By increasing both the funds available to the VA for this 
purpose and permitting them to assume a greater percentage of the construction 
costs of new facilities, it would permit the states and the VA to provide services to a 
greater number of aged veterans more efficiently and at the same time, will provide 
some relief to those increased number of veterans who will be vying for the limited 
number of nursing care beds required between now and the year 2000. 

What is clear to this author is that some senus consideration should be given to 
these issues before the World War II veteran begins to seriously impact on the nurs- 
ing home waiting lists 

I would like to thank the members of the committee for the opportunity of ad- 
dressing this distinguished body, and I would hope that my contribution today 
would in some smull measure assist you in successfully meeting the challenges of 
the future 



ERIC 



23 



19 



Mr. Saxton Dr. Friedman, thank you very much for what is ob- 
viously a very thoughtful testimony, that I am sure will be very 
helpful to us I do have some questions for you, but, we will wait 
until a later time, following the panel's testimony. 

Bob Mussari. Bob is the assistant supervisor, Disabled American 
Veterans Organization. 

STATEMENT OF ROBERT J. MUSSARI, ASSISTANT SUPERVISOR, 
DISABLED AMERICAN VETERANS, NEWARK, NJ 

Mr Mussari. Thank you very much, Mr. Chairman, distin- 
guished members of the committee. 

One of the key problems faced by older veterans in obtaining VA 
care is initially meeting the eligibility requirements for treatment 
or admission to VA facilities. Many of the older veterans have con- 
ditions which require care, but which earn them only the lowest 
priority of care. For example, a veteran seeking admission to a VA 
nursing unit, whose disabilities are not service-connected, anrl who 
has not been hospitalized by the VA, is placed in the lowest of six 
priority categories. 

These priorities are: One, veterans receiving hospital or domicili- 
ary care in VA facilities when transfer is required for service-con- 
nected or adjunct disabilities and persons being furnished care in 
armed forces hospitals who will require a protracted period of nurs- 
ing home care upon release therefrom and will become veterans on 
discharge from active military duty. 

Two, veterans not hospitalized or domiciled by the VA, who re- 
quire nursing home care for service-connected or adjunct disability. 

Three, veterans with a service-connected disability, who are re- 
ceiving VA hospital care and require nursing home care for non- 
service-connected disabilities. 

Four, veterans with a service-connected disability not hospital- 
ized by the VA, who require nursing home care for a nonservice- 
connected disability. 

Five, veterans receiving hospital or domiciliary care in VA facili- 
ties whose transfer is required for a nonservice-connected disabil- 
ity. 

Six, veterans not hospitalized or domiciled by VA, who require 
nursing home care for nonservice-connected disabilities. 

More and more veterans seeking assistance fall into this sixth 
category. I recently spoke to the wife of a veteran who requested 
the assistance of the Disabled American Veterans in obtaining care 
for her veteran husband. He was 63 years old, World War II 
combat veteran, who required hospitalization in a community hos- 
pital in the latter part of 1984. Following his discharge from the 
community hospital, the veteran's condition deteriorated. She took 
her husband to the nearest VA facility, thinking they would pro- 
vide the necessary care. According to the wife, they did not admit 
the veteran because an eligibility clerk stated that he had to be 
dying before he could be admitted. The VA finally got the veteran 
placed in a community nursing home, but that only delayed the 
real problem. The veteran not only received the bill from the am- 
bulance service, but after a 3 month stay, he and his wife could no 
longer pay their portion of the bill not covered by Medicare. At 
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home, the veteran was unable to care for himself, and his wife, 
who is 67, is severely disabled by a stroke He has been placed back 
in a nursing home that, according to his wife, is not fit for human 
or animal habitation The wife is bitter with the Veterans' Admin- 
istration and vows never to take him back there because, in her 
words, they just do not care about older veterans. 

This is an isolated incident where a growing population of elder- 
ly veterans has already crippled the system, and many veterans 
found ineligible for VA nursing home care have no choice but to 
turn to the welfare system for assistance. In most instances, place- 
ment is made in a nursing home that falls well below the VA mini- 
mum standards for such care. Quality health care in these kinds of 
facilities is virtually nonexistent. Some of the long waiting lists 
have disappeared for VA nursing homes, but only because the VA 
has made it tougher to get on the list in the first place. 

The VA now screens applicants for admission to its hospital 
nursing care unit to determine whether or not they have rehabili- 
tation potential. If the screening committee determines an individ- 
ual does have potential for rehabilitation and that it can be accom- 
plished in 3 or 4 months, the individual is admitted and provided 
with the necessary services in order to return him to the outside 
environment. 

Long-term nonacute medical patients, who need simply nursing 
care and domiciliary care are not being admitted to VA nursing 
homes or units, but are being referred to outside sources. The VA, 
in some instances, has been placing these individuals in community 
nursing homes on a 6-month VA contract. Upon expiration of this 
contract, these individuals are forced to find for themselves fund- 
ing to continue their nursing home care. The veteran and his 
family contact our office and ask, what will we do after 6 months. 
Answering that question, in most cases, is impossible. 

The budget reductions that are taking place in different social 
programs; and in the VA system are simply making the poor poorer 
and the sick sicker. The disabled American veterans would like to 
see a reasonable budget to take care of veterans, especially health 
care, for aging veterans, and development of geriatric research pro- 
grams to further evaluate this growing concern, and to make sure 
that these veterans, when the time comes, will be able to receive 
the best treatment and nursing care that this country can provide. 
Future budget adjustments will be needed to administer this grow- 
ing veterans program. Quality health care is a must. We cannot 
stand by and watch the VA stop some vital hospital services and 
close wards in our hospitals. 

The future is here for our aging veterans population. I ask you, 
is the needed medical services and nursing home services avail- 
able? 

I thank you very much. 

Mr. Saxton. Thank you very much. Dr. Thaddeus Leoniak. This 
is a particularly interesting bit of testimony. The doctor is a 
member of the Veterans' Administration Clinical Task Force here 
in Ocean County, the task force looking into the possibility of ex- 
tended care and various types of care for the veterans population 
in Ocean County and in south Jersey. 

Doctor? 
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STATEMENT OF DR. THADDEUS LEONIAK, MEMBER, VETERANS' 
ADMINISTRATION CLINIC TASK FORCE, BRICK TOWNSHIP, NJ 
Dr. Leoniak. Thank you. 

This text represents my feelings about the plan to locate a veter- 
ans out-patient clinic in Ocean County and should be considered in 
support of better access to health care for the veterans. My 
thoughts are a product of careful consideration from the perspec- 
tive of one who is directly involved in the delivery of health care. 
As an ophthalmic surgeon practicing in Brick, I service a large 
number of geriatric patients, many of whom are veterans. There is 
no question in my mind that many elderly people, because of infir- 
mities that prohibit them from driving or finding suitable and eco- 
nomic public transportation, have difficulty in traveling to obtain 
medical services. This is compounded when the veteran is forced to 
travel long distances to out-patient services and the VA hospitals 
located at East Orange, Lyons, ^Philadelphia, or the VA clinic in 
Newark. 

If the Veterans' Administration feels that they can provide 
easier access to health care for the veterans in Oce^n and sur- 
rounding counties by placing a satellite out-patient clinic in Ocean 
County, I will support the concept. However, I must consider this 
concept as a pragmatist, and assess it in terms of what is economi- 
cal and what is really best for the veterans. 

The following comments are made in order to provoke some 
thinking about how and in what context could medical services 
best be dispensed to the veteran. These thoughts are governed by 
my philosophy that traditional medical clinics suggest bureaucracy, 
ergo bureaucracies tend to become expensive and inefficient. 

To provide the best possible medical service to the veteran with 
the least amount of inconvenience to him and cost to the VA, it is 
necessary to explore all rational possibilities. All good solutions to 
difficult problems are governed by compromise which raises the fol- 
lowing questions: Do all or any of these services have to be provid- 
ed in a fixed, freestanding clinic facility erected and owned by the 
VA? Is it possible that these medical services can be provided 
through a combination of health care delivery systems? For exam- 
ple, contracting with the existing care providers, both hospitals and 
physicians in the Ocean County service area, and reserving those 
services peculiar to the veterans, such as social services, day treat- 
ment centers, admission screening and public health nursing for 
our freestanding VA clinics. 

I am a member of a task force that is designed to lobby for plac- 
ing a satellite veterans out-patient clinic in Ocean County, focusing 
on, but not exclusively, the use of the Brick hospital zone. The task 
force was conceived by Brick mayor, Hon. Daniel F. Newman, and 
is chaired by Township business administrator, Mr. Steven Leone. 
Membership of the task force consists of township officials repre- 
senting veterans organizations and administrator of the Northern 
Ocean Hospital System. 

The task force was organized in response to the Veterans* Ad- 
ministration 1984 annual assessment of its health care delivery 
system, compiled from data and recommendations contained in a 
study called MEDIPR That's the medical district initiated program 
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planning, submitted by each of the 28 VA medical districts. The 
MEDIPP process includes a consideraticn of such factors as accessi- 
bility to VA health care for the greatest number of veterans in a 
given area, distar je to existing VA medical facilities, and the size 
of the current and projected veteran population in a given area. 
New Jersey is in medical district four, which includes the eastern 
half of Pennsylvania and Delaware. The fiscal year 1984 MEDIPP 
submission from medical district No. 4 have identified a need for 
the location of a VA clinic in the Ocean County service area. 

The Ocean County service area is defined in two ways: first, the 
Ocean County service area includes all veterans who use VA serv- 
ices and who reside in Ocean, Monmouth, Burlington, Mercer, and 
Atlantic Counties. And, second, the veterans who reside only in 
Ocean County 

The VA methodology used to recommend an outpatient clinic in 
Ocean County represents the expected utilization by volume, ac- 
cording to the following pattern: The veterans outpatient clinic in 
Ocean County can expect to service 100 percent of the eligible vet- 
erans from Ocean and Monmouth Counties, and 33 percent from 
Burlington, Mercer, and Atlantic Counties. The total projected 
visits to a VA clinic located in Ocean County will be approximately 
52,000 patients per year. The methodolcgy by which you would de- 
termine in the MEDIPP study that Ocean County service area, and 
particularly Ocean County, would best be suited for a satellite out- 
patient clinic is shown in enclosed documents that I have submit- 
ted in my packet, which is labelled Ocean County out-patient brief- 
ing packet for Veterans* Administration clinic task force meeting, 
which is dated March 26, 1985. 

The document shows how a point system is used to rank each 
county into districts. The results of the ranking system shows that 
of the 22 counties studied, Ocean ranked 2d, Monmouth 3d, Mercer 
6d, Burington 8th. and Atlantic 15th. 

These contiguous counties rank highest on the point scale, 
making Ocean County the core county in the Ocean County service 
area. As a result of this MEDIPP study tho request for funds has 
been submitted for the fiscal year 1987. 

In the MEDIPP study documents for the needs for better access 
while— while the MEDIPP study documents the need for a better 
access to medical care for the veterans, it also shows that there 
will be an increase in utilization of these services, placing an addi- 
tional financial burden on the Veterans' Administration. 

At present, there are 67 services listed in the clinic roster provid- 
ed by the Veterans* Administration. The text on this point shows 
examples in graph form that indicate that if the Ocean County 
clinic was to exist, providing all of these services, that the in- 
creased useage would be estimated to be enhanced by a factor of 
five. The rationale to assume the increased utilization is based on 
the experience of veterans who currently use the VA services. The 
use of VA health services depends on the proximity, cost, anc* type 
of service needed. 

Nationally, only 12 to 15 percent of all veterans use VA health 
care services. If clinical services are provided in Ocean County, the 
volume and mix of services can be expected to vary from the na- 
tional experience. Current use may represent only those services 
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which are unavailable in their own communities or for which there 
ip a higher cost, that is out-of-pocket expenses, time or transporta- 
tion. 

In light of these estimated increases in utilization, the cost for 
clinic services will have to be measured against the need for cost 
containment produced by budgetary constraints. That is, the VA 
will have to decide what services should be offered in a satellite 
clinic. The suggestion to reduce dedication of valuable funds to 
erecting and maintaining expensive medical support services, that 
is, laboratoiy, x ray, rehabilitation services, is to make use of exist- 
ing facilities in the Ocean County area. 

At present, the Ocean County— in Ocean County, there are five 
hospitals. The Southern Ocean County Hospital, the Manahawken, 
which is a satellite of Burlington County Hospital, the Community 
Memorial Hospital in Toms River, Tall Timber Medical Center in 
Lakewood, and Point Pleasant Hospital and Brick Hospital, which 
are combined to form the northern Ocean hospital system. Each of 
these hospitals in the last few years have undergone expansion pro- 
grams to satisfy a perceive basic shortage. This occurs at a time 
when a third party reimbursement schedule through the DRG 
system was supplied to reduce patient access to the hospitals for 
inpatient services in the interests of cost containment. Despite th* 
increasing population in Ocean County, these hospitals have been 
confronted with excess beds and lower occupancy. The addition of 
duplication of services has made the hospitals fiercely competitive 
between themselves, and those in adjacent counties. The opening of 
Brick Hospital last year placed a strain on Point Pleasant Hospi- 
tal^ inpatient utilization, forcing both hospitals to reduce the 
number of their available HpHs In Point Pleasant, sections of the 
hospital that were normally used for inpatients are now being con- 
verted to outpatient care. 

This shift to outpatient care is a universal trend; however, these 
services, which have traditionally been provided by the hospitals, 
now compete against the proprietary control facility, such as surgi- 
centers used for outpatient surgery and emergency care centers 
that A educe hospital emergency room utilization. The net result in 
the context of decreased inpatient utilization and competitive out- 
patient services places an economic burden on all the hospitals in 
Ocean County. It appears that a freestanding VA clinic in Ocean 
County represents a duplication of existing facilities and does not 
make a good, economic sense. 

The administration of the Northern Ocean County— the northern 
Ocean hospital system, specifically, those v/ho represent Brick Hos- 
pital on the task force, have taken a position that opens the door 
for negotiations with the VA to make use of its facility. 

On the issue of veterans access to health care providers, specifi- 
cally, physician services, there has been some dialog between the 
task force and the Ocean County Medical Society. The task force 
was formed to lobby for the establishment of VA clinic in Ocean 
County in response to a need that was determined by the VA plan 
to erect a freestanding facility to which the veterans would go to 
satisf}' their health care needs. 

At a meeting of the task force, the representatives of the Ocean 
County Medical Society aired their views on how health ca/e needs 
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can best be served. Dr. Anthony DeGroat, president of the Ocean 
County Medical Society, stated the position, in a letter addressed to 
Congressman James Hogg, who is a supporter of this V\ clinic. 

At the expense of going into the details of the letter, just to sum- 
marize it, what he calls for is the utilization of existing physician 
services in the area through the leniency of the— establishing a le- 
niency in the access to these physicians through a voucher system. 

The county medical society position was taken into consideration 
at a task force meeting, where Mr. Jay Halpern, district 4 coordi- 
nator for medical affairs, spoke about the budgeting for proposed 
clinics. He stated that the VA is operating under severe budgetary 
constraints. Requests for funds for the clinic had been submitted. 
However, the appro 1 i for such funding may not be realized for 
several years. 

He suggested that the movement to obtain the funds for a clinic 
be continued, but the manner in which the medical services are ap- 
plied can vary depending on what is appropriate to satisfy the 
needs. 

For example, he made reference to other communities where 
nonprofit health care providing groups contract with the Veterans' 
Administration to provide medical services to the veterans. The 
concept could be incorporated, could incorporate the use of existing 
support services; that is, Brick Hospital and the local physicians. 

This approach couid service — could serve as an interim step 
toward establishing a freestanding veterans clinic that would over- 
ride and interface with these contracting agencies. The concept is 
currently under consideration by the Ocean County Medical Socie- 
ty and the VA clinic task force. 

* In summary, there is a need for providing easier access for the 
veteran in Ocean County service outpatient health services. It is 
well documented. The manner in which these services will be ren- 
dered is largely controlled by the consideration of economic and ef- 
ficient dispensing of medical care. 

The solution to this problem will become a matter of good judg- 
ment, exercised by those who are responsible for providing the 
funds and those who are providing the services. 

This document is designed not to be conclusive, but, instead, to 
raise questions in order to avoid the dogma associated with narrow 
and unimaginative thinking. 

Thank you. 

[The prepared statement of Dr. Lconiak follows:] 

Prepared Statement of Dr Thaddeus R Leoniak, Member, Veterans 
Administration Clinic Task Force, Brick Township, NJ 

This text represents my feelings about the plan to locate a Veterans Outpatient 
Clinic in Ocean Count and should be considered in support of better access to health 
care for the veteran My thoughts are a product of careful consideration from the 
perspective of one who is directly involved in the delivery of health care As an Oph- 
thalmic Surgeon, practicing in Brick, I service a large number of geriatric patiente, 
many of whom are veterans There is no question, in my mind, that many elderly 
people, because of infirmities that prohibit them from driving or finding suitable 
and economic public transportation, have difficulty in traveling to obtain medical 
services These problems are compounded when the veteran is forced to travel long 
distances to outpatient services in the VA Hospitals located at East Orange, Lyons, 
Philadelphia or the VA Clinic in Newark 
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If the Veterans Administration feels they can provide easier access to health care 
for veterans in the Ocean and surrounding counties by placing a satellite Outpa- 
tient Clinic in Ocean County, I will support the concept However I must consider 
the concept as a pragmatist, and assess it in terms of what is economical and what 
is really best for tne veteran. The following comments are made in order to provoke 
some thinking about how and in what context could medical services be best dis- 
pensed to the veteran These thoughts are governed by my philosophy that tradi- 
tional medical clinics suggest bureaucracy, ergo bureaucracies tend to become ex- 
pensive and inefficient. 

To provide the best possible medical service to the veteran, with the least amount 
of inconvenience to him and cost to the VA, it is necessary to explore all rational 
possibilities. All good solutions to difficult problems are governed by compromise, 
which raises the following questions Do all or any of these services have to be pro- 
vided in a fixed, freestanUing clinic facility, erected and owned bv the VA 9 Is it pos- 
sible th*>t these medical sc .-vices can be provided through a combination of Health 
Care Delivery Systems 9 For example contracting with existing Health Care provid- 
ers, both Hospitals and Physicians in the Ocean County Ser ~e Area and reserving 
those services peculiar to the veteran, such as Social Services, Day Treatment Cen- 
ters, Admission screening and Public Health Nursing, for a free standing VA Clinic 

I am a member of the Task Force that is designed to Lobby for placing a satellite 
Veterans Outpatient Clinic in Ocean County, focusing on, but not exclusively, the 
use of the Brick Hospital zone The Task Force was conceived by Brick Mayor, Hon- 
orable Daniel F Newman and is chaired by Township Business Administrator, Mr. 
Stephan R Leone Membership of the Task Force consists of Township officials, rep- 
resentatives of Veterans Organizations and an Administrator of the Northern 
Ocean Hospital System A complete list of the Task Force members is enclosed. En- 
closure No. 1 

The Task Force was organized in response to The Veterans Administration 1984 
annual assessment of its health care delivery system, compiled from data and rec- 
ommendations contained in a study called MEDIPP (Medical District Initiated Pro- 
gram Planning), submitted by each of the twenty-eight (28) VA medical districts 
The MEDIPP process includes a consideration of such factors as accessibility to VA 
health care for the greatest number of veterans in a given area, distance to existing 
VA medical facilities, and the size of the current and projected veteran population 
in a eiv^n arep New Jersey is in Medical District IV. which includes, the eastern 
half of Pennsylvania and Delaware The FY 84 MEDIPP submission from Medical 
District number IV have identified a need for the location of a VA Clinic in the 
Ocean County Service area. 

Ocean County Service Area" includes all veterans who use VA services and who 
reside in Ocean, Monmouth, Burlington, Mercer and Atlantic Counties; and second, 
the veterans who reside only in Ocean County The VA methodology used to recom- 
mend an outpatient clinic in Ocean County represents the expected utilization by 
volume according to the following pattern A Veterans Outpatient Clinic in Ocean 
County can expect to service 100% of the eligible veterans from Ocean and Mon- 
mouth County, and 33% from Burlington, and 33% from Burlington, Mercer and 
Atlantic Counties The total projected visits to a VA Clinic located in Ocean County 
would be approximately 52,000 patients per year. Refer to the enclosed chart provid- 
ed by Mr Jay Hal pern, District !V Coordinator from Veterans Affairs. Enclosure 
no. 2 

The methodology by which it was determined in the MEDIPP Study that "the 
Ocean County Service Area" and particularly Ocean County would best be suited 
for a satellite Outpatient VA Clinic is shown in the enclosed document, (enclosure 
no 3) labeled Ocean County Outpatient Briefing Package for Veterans Administra- 
tion Clinic Task Force Meeting, March 26, 1985 The Document shows how a point 
system is used to rank each county in the district. The results of the ranking system 
shows that of the 22 Counties studied, Ocean ranks 2nd, Monmouth 3rd, Mercer 6th, 
Burlington 8th and Atlantic 15th. These contiguous Counties rank highest on the 
point scale, making Ocean the core county in the "Ocean County Service Area". 

The 84 MEDIPP study on Outpatient Services has culminated in a request for 
construction funds by VAMC East Orange that is addressed in PRF No. 137 and re- 
lated to Action Number 04-561-032. Construction funds are requested in FY-87. 
This project was proposed by the District Executive Council in Medical District 
Four See enclosure no 4 

While the MEDIPP study documents the need for better access to medical care for 
the veteran, it also shows that there will be an increased utilization of these serv- 
ices, placing an additional financial burden on the Veterans Administration 



ERIC 




26 



A. resent there are 67 services listed in the Clinic Roster provided by the Veter- 
ans Administration, (see the attached lists of Clinic services, labeled items number 1 
and number 2 ) Item number 1 is a list of clinic services utilized by the veteran pop- 
ulation from the Ocean County Service Area It also shows the frequency and per 
cent that each service is utilized Item number 2 shows the same list of services but 
demon 3t rates an estimated inflation utilization of services, if these services were lo- 
cated in and made available to the entire eligible veteran population in the Ocean 
County Service Area. The increased usage is based on an estimate that the current 
utilization would be multiplied by a factor of 5. The rationale to assume the in- 
creased utilization is based on the experience of veterans who currently use VA 
services The use of VA Health Care Services depends on the proximity, cost and 
type of services needed Nationally only twelve (12) to sixteen (16) per cent of all 
veterans use VA Health Care services. If clinic services are provided in Ocean 
County the volume and mix of services can be expected to vary from the national 
experience Current use may represent only those services which are unavailable in 
their home community oi for which there is a higher cost, (out-of-pocket, time or 
transportation) 

If these estimated increases in utilization of services is accurate and if the VA has 
assigned a dollar value per visit for each Clinic Service, there will be a marked in- 
crease in expense applied against the Veterans Administration The estimate fre- 
quency of use of outpatient services in the Ocean County Service Area equals the 
actual current utilization rate times factor of five. For example, if a Veteran from 
Ocean County visits t Clinic in Newark and it costs the VA one dollar, the same 
Clinic in Ocean County will probably see that same veteran plus four (4) more caus- 
ing a net increase of expenses of four (4) dollars. 

In light of this estimated increase in utilization, the cost for Clinic Services will 
have to be measured against the need for cost containment produced by budetary 
constraints — the VA will have to decide what services should be offered in a satel- 
lite Clinic. A suggestion to reduce the dedications of valuable funds to erecting and 
maintaining expensive medical support services, i e , Laboratory, X-Ray, Rehabilita- 
tion Services, is to make use of existing facilities in the Ocean County Area. 

At present in Ocean County there are five (5) Hospitals, Southern Ocean County 
Hospital, in Manahawkin, which is a satellite of Burlington County Hospital— Com- 
munity Memorial Hospital in Toms River— Kimball Medical Center in Lakewood— 
Point Pleasant Hospital and Brick Hospital are combined to form the Northern 
Ocean Hcspital System Each of these Hospitals in that last few years have under- 
gone expansion programs, to satisfy a perceived bed shortage This occurred at a 
time when a thrid party reimbursement schedule, through the DRG System, was 
applied to reduce patient access to the Hospital for Inpatient Services, in the inter- 
est of cost containment Despite the increasing population in Ocean County, these 
Hospitals have been confronted with excess beds and lower occupancy. The addition 
of duplication of services, has made the Hospitals fiercely competitive between 
themselves and those in the adjacent Counties. The opening of Brick Hospital last 
year placed a strain on Point Pleasant Hospital's Inpatient utilization, forcing both 
Hospitals to reduce the number of their available beds In Point Pleasant sections of 
the Hospital that were normally used for Inpatients are now being converted for 
Outpatient Care 

The shift to Outpatient Care is a universal trend However, these services, which 
have traditionally been provided by the hospitals, now complete against proprietary 
controlled facilities such as Surgicenters, used for Outpatient Surgery and Emergen- 
cy Care Centers that reduce Hospital Emergency Room utilization. The net result, 
in the context of decreased Inpatient utilization and competitive Outpatient serv- 
ices, places and economic burden on all the hospitals in Ocean County. It appears 
that a freestanding VA Clinic in Ocean County represents a duplication of existing 
facilities and does not make good economic sense. 

The Administration of the Northern Ocean Hospital System, specifically those 
who represent Brick Hospital on the Task Force, have taken a position that opens 
the door for negotiations with the VA to make use of its facilities 

On the issue of the veteran's access to Health Care providers, specifically physi- 
cian service, there has been some dialogue between the Task Force and the Ocean 
County Medical Society The Task Force was formed to lobby for the establishment 
of a V A Clinic in Ocean County, in response to a need that was determined by the 
VA plan to erect a free standing facility, to which the veterans would go to satisfy 
their health care needs 

At a meeting of The Task Force, representatives of the Ocean County Medical So- 
ciety aired their views on how the veterans health care needs can best be served. 
Doctor Anthony DiCroce, President of the Ocean County Medical Society, states the 
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Society's position as it is worded in his correspondence to Congressman James J 
Howaid, a 6-joporter of the VA Clinic in Ocean County The following is an excerpt 
from Doctor DiCroces' letter 

We would like? to state that we did not initiate or intend to maintain a crusade 
against VA clinics in any way, shape or form. We were asked by a local group to 
support a new local clinic and we simply stated our viewpoint For clarification 
thereof, we would like to submit the following thoughts to you for your edification 
and consideration 

tVe sincerely believe that the veterans (except for those with certain severe serv- 
ice connected disability) could be efficiently and less expensively handled by a local 
doctor and hospital in his own geographical area 

This concept would produce the following results 

(a) The problem of transportation time for the veterans and their families would 
be eliminated, 

(b) It would give the veterans a "permanent" doctor instead of revolving door 
array of physicians that they encounter at the VA clinic 

With absolutely no reflection on the quality of care given it is simple logic that 
familiarity with a patient's condition generally leader to better care 

(c) Considerable reduction of "waiting time", a major complaint of all veterans I 
have sooken with. 

id, Hospitalization of a veteran at a local facility where the family could conven- 
iently visits him would appear to be preferable to a family traveling one or two 
hours daily to a VA hospital (to which the clinic would refer) and save on motel 
charges, gas, etc. 

(e) We also believe that the cost of care would be substantially less and I enclose 
for your perusal a VA study done which showed that the cost of v^sit per patient is 
double and triple the cost of private care. 

(f) According to a recent AMA article the budget cut will be applied to some types 
of veteran benefits and if indeed this happens, the veterans will be getting less. 

It appears to us that using a private physician at substantially less cost would 
enable the veterans to get more care for the same money or tho same care for less 
money Add to this, the cost of opening a new facility with its duplication of labora- 
tory and x-ray facilities and one can see that the savings would be substantial 

If the new facility opened in Brick to serve as far west as Trenton and Camden 
and as far south as Long Beach Island for example, it would still require the veter- 
ans from those areas to drive one to one and a half hours It would only alleviate 
the traveling time for those veterans in the immediate area of the new facility and 
similar situations would apply to any other given area chosen 

The only change that would have to occur is a more lenient voucher system ena- 
bling vetrans to choose a local facility and contract for payment by the government 
similar to Champ us. 

In summary we feel the above considerations, if applied, would benefit all parties 
including veterans, their families, hospitals and physicians, especially in view of the 
glut of hospitals beds and physicians which is developing and which will increase It 
seems that the aforementioned suggestions will effect substantial savings to the gov- 
ernment, i.e , the people." 

The County Medical Society's position was taken into consideration at a Task 
Force meeting where Mr Jamy Halpern, District IV Coordinator for Medical Affairs 
spoke about the budgeting for the proposed Clinic. He stated that the VA is operat- 
ing under severe budgetary constraints. Request for funds for the Clinic have been 
submitted for FY-87. The approval for such funding may not be realized for several 
years He suggested that the movement to obtain the funds for a clinic be continued 
but that the manner in which the Medical Services are applied can vary depending 
on what is appropriate to satisfy the need. For example he made reference to other 
communities where non-profit health care provider groups contracted with the Vet- 
erans Administration to provide medical services to the veteran. This concept could 
incorporate the use of existing support services, i e., Brick Hosptial and local Physi- 
cians This approach could serve as an interim step toward establishing a freestand- 
ing Veterans Clinic that would override and interface with these contracting agen- 
cies This concept is currently under consideration by the Ocean County Medical So- 
ciety and the VA Clinic Task Force. 

In summary, the need for providing easier access for the veterans in the Ocean 
County Service Area to Out-Patient Health Services is well documented The 
manner in which these services will be rendered is largely controlled by the consid- 
eration of economics and efficient dispensing of medical care. The solution to this 
problem will become a matter of good judgment exercised by those who are respon- 
sible for providing the funds and those who provide the services This document is 
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designed not to be conclusive but instead to raise question in order to avoid the 
dogma associa*ed with narrow and unimaginative thinking 

Mr. Saxton. Thank you very much, Doctor. The next panelist is 
Steven Leone, chairman of the Veterans' Administration Clinical 
Task Force in Bricktown. 

This is the same organization, is that correct? 

Mr. Leone. That is correct. 

Mr. Saxton. Do you share the sarr.3 views? 

Mr. Leone. We share the same basic objectives. We have some 
differing views as to how to satisfy those objectives. 
Mr. Saxton. Thank you. Go ahead. 
Mr. Leone. They are compatible, I assure you. 

STATEMENT OF STEVEN LEONE, CHAIRMAN, VETERANS' 
ADMINISTRATION CLINIC TASK FORCE, BRICK TOWNSHIP, NJ 

Mr. Leone. Congressmen, Mr. Chairman, Congressman Tauke, 
and Congressman Smith, I want to thank you on behalf of tlte task 
force for inviting us here today, and also to my friend and col- 
league, Bob Zehntner, Ocean County Veterans Bureau, who al- 
lowed me to take this seat here in order to make these remarks. I 
appreciate that. We share also the same views and Mr. Zehntner 
has been very instrumental and helpful to the task force in fur- 
thering the objectives. 

I think I have prepared a 15-page statement, which I apologize 
for submitting late. We did not have the opportunity to send it 
ahead of us, but it is here for you. I will not read the statement. I 
will try to summarize highlights of it. 

I think that perhaps my job is a lot easier than thr others hero, 
in that the task force starts from a point of departure which you 
congressmen have already laid the foundation for, and that is the 
fact that an outpatient clinic or additional health care facilities 
and/or services are directly needed for the veterans of this area, 
and I define this area as being Monmouth, Ocean, Burlington, 
Mercer, and Atlantic Counties. 

Perhaps there is some debate as to whether or not we are south 
Jersey, central Jersey or north Jersey, and I guess it depends on 
whether you are running for office in that particular area at that 
time and you have constituents in that area. 

But, for those from south Jersey, we are from south Jersey, for 
those from north Jersey, we are from north Jersey, and for those 
that are not sure, we are in between. Perhaps that is one of the 
advantages of the fact that this task force is uniquely qualified to 
address the needs of both south Jersey and central Jersey veterans, 
because it is centrally located. 

It is particularly convenient to the highways of 1-95, the Garden 
State Parkway, and Route 70, and a host of other road networks 
that bring a lot of traffic and convenience to a site that we will 
discuss later on. 

As I stated earlier, the task force came into being as a result of a 
report that was issued and mentioned by Mr. Williams and also re- 
ferred to by Dr. Leoniak, and that is the report of the district four 
medical planning committee. 
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In that report, it clearly and unequivocably stated the need for 
an outpatient clinic in northern Ocean County. The task force 
itself has focused that need to Brick Township and particularly to 
the hospital support zone of Brick Township, which is an especially 
designed zone, created for the sole purpose of encouraging the con- 
struction and investment of medical facilities. 

We think it is particularly suited for the location of an outpa- 
tient clinic because it will be in close proximity to an acute care 
hospital, the Brick Hospital, and it will be situated in the center of 
many other kinds of rehabilitation centers, nursing homes, doctors' 
offices, and, hopefully, other county services that might help the 
veterans. 

The township of Brick and the mayor and council, in particular, 
together with the support of the freeholders of the Ocean County 
and the legislative, both Federal, State, and county, have all en- 
dorsed the efforts of the task force and have expressed their desire 
to assist us in any way possible. 

So, as I said earlier, our tafck is perhaps easier in that we are 
here to help you fulfill what has already been established as a need 
for veterans' medical care, and I want to assure you that the mu- 
nicipality of Brick Township opens its doors, lends all of its re- 
sources, and will support fully an effort to expand those medical 
services in Ocean County. 

I will not go into many of the statistical facts that have been re- 
lated here because it would be redundant, but I would like to just 
touch on a couple of points. 

First, it has been stated that the veteran population of Ocean 
County is 152,000 veterans. It has also been related that, and I 
would like to just give those breakdowns. In Ocean County, there 
are 4^,000 veterans, in Monmouth County, 0/,UOU. In Burlington, 
33 percent, or one-third of their population, veteran population, is 
16,000. In Mercer County, 12,000, and in Atlantic County, 8,500. 

The age breakdown comes in in the following categories: under 
35, about 10 percent; 35 to 54 about 40 percent, and 55 and older, 
the remainder, 49 to 50 percent. So that we see two facts from the 
age analysis. 

First, there is a very substantial number of veterans in the 55 
and older today. Second, in the 35 to 54 age group, there is a very 
substantial number who will turn 55 and older in the years to 
come. 

So that there is a present clear need today and there will be a 
continuing need in the future years as far as the veteran popula- 
tion of this service area, as previously defined. 

During 1982 alone, there were 55,861 outpatient visits to the Vet- 
erans' Administration clinic servicing this area. That is 55,861; 71 
percent of those were for service-connected illnesses, or 39,740. 
Again, a substantial and clear need. 

Nationally, as Dr. Leoniak indicated, the utilization rate for out- 
patient and inpatient, I believe, services, veteran services, is 12 to 
15 percent. In the service areas defined here, we have interpolated 
and calculated that the utilization rate is somewhere between 4.86 
percent to 6.48 percent, or 60 percent below the national average. 

Now, I guess you could say that is because, thank God, we have a 
lot of healthy veterans, but I think that is not the case. I think the 
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case is clearly one of convenience, of supply or availability. The 
veterans of this area have to travel some 2 hours each way to uti- 
lize veterans services, so that is a 4-hour transportation trip, and 
then they have to wait from 3 to 6 hours at the clinics to make the 
various visits. 

So, in essence, it is a day's journey, and for a veteran who is ill, 
who is perhaps suffering from some psychological disorder, or some 
drug, or alcohol disorder, I think the fear alone of taking that 1- 
day journey is probably as much a diminishing factor as going for 
the treatment itself. 

So, I suggest to you that the statistics clearly indicate that the 
hardship imposed upon the veterans is a diminishing and limiting 
factor for his utilization of medical services that he is entitled to, 
that he needs badly, and that is not being provided to him because 
of the inconvenience. 

And, as the veteran population grows, and the veteran gets older, 
the hardships and the inconveniences are going to be greater and 
greater. 

One other thing we looked at, and that was the inpatient medical 
statistics. I cannot give you specific numbers of patients and num- 
bers of patient days for our service area because it has been diffi- 
cult to extrapolate that information. However, I can say that based 
on the statistics that we have been able to look at, the highest fre- 
quency of illness falls into the areas of alcohol and drug dependen- 
cy and abuse, and the second highest area is in mental disorders. 

Now, I am a layman, I am not in the medical provider field at 
all, but based on the little bit of knowledge that I have and that I 
have spoken to with other professionals, it appears to me that this 
kind of illness can also be treated on an outpatient basis, and that 
the inpatient experience has a lot to do with the fact that that is 
the only way to get the treatment. You cannot travel every day for 
alcohol abuse or mental disorders to get treated; you have to go in 
and check in because it just does not make sense to go back and 
forth every day. So that if there was a facility in far greater prox- 
imity, I think you would find two things. 

One, as we stated before, higher utilization, and, second, a de- 
crease in the inpatient length of stay as well as frequency of those 
who are suffering from these kinds of illnesses. So, we will be able 
to lower hospital costs, we will be able to increase the medical serv- 
ice provided to them, and we will do a tremendous service to the 
veterans who sorely need these kinds of treatment. 

Last. Mr. Williams referred to a document published by the VA 
in July 1984. I am sure you are familiar with it, "Caring for the 
Older Veteran," and from what I have been able to read of that 
document and learn from it, it can be summarized in one simple 
word. Supply or distance is the answer to better care for veterans, 
and by that I mean by making a facility more available and in 
closer proximity, utilization will go up and the veteran will get 
better care. 

subscribe to that conclusion, and we know you do, and we 
want to assist you in trying to meet that need. I want to take one 
moment to just comment on Dr. Leoniak's testimony, and to reem- 
phasize the fact that he is a valuable member of our task force as 
well as there are other doctors and providers. 



ERLC 



3n 



31 



We have two schools of thought within the task force; both of 
them valid and both of them being pursued. One is the traditional 
approach, which has been supported by the medical report and per- 
haps you Congressmen and this committee, and that is tht way to 
provide better care more immediately is the establishment of an 
outpatient clinic. 

The second approach is can you provide the program or services 
that would otherwise be provided by a physical structure through 
the existing structures that exist in the system. If it can be done, 
we are all for it. If it is a new pioneering avenue to pursue that 
would take tremendous legislative effort, we are not willing to wait 
that long. We like innovation, but the veterans need care today, 
not 10 years from now, not 20 years from now. 

So, the task force is prepared to continue to support both ave- 
nues and to assist you in every way possible, and I want to thank 
you for the opportunity. 

[The prepared statement of Mr. Leone follows:] 

Prepared Statement of Stephan R Leone, Chairman, Brick Township Veterans' 
Administration Clinic Task Force 

report of the brick township veterans administration clinic task force 



Intrtxiuction —In November of 1984, an article appeared within a local newspaper 
indicating that the most recent report of the Mid-Atlantic Medical Planning Group 
for the Veterans Administration contained within it a recommpndation to the Direc- 
tor of the VA to locate a satellite clinic within the central part of New Jersey, spe- 
cifically within the Northern Ocean County area This recommendation, contained 
within an annual plan submission called the Medical District Initiated Program 
Planning (MED1PP), was based upon such factors as accessibility to VA facilities for 
thp prpafp^t niimhpr nf vptprnn<? in anv tnvpn nrpa thp Hi^^nrps tn pxistinp' facili- 
ties, the size of both the current and future veteran population in a given area, and 
the current utilization rates for Va facilities in these areas 

The Honorable Daniel F Newman, Mayor of Brick Townsh'p, read the article and 
immediately initated action to bring the MED1PP recommendation to fruition 
Mayor Newman had long been working under the assumption that the responsibil- 
ity for addressing the needs of veterans was not simply a matter to be addressed by 
the State and Federal Governments, but was also a matter to be addressed by any 
local official who took into consideration the needs of veterans as human beings It 
was Mayor Newman's conviction that the veterans entitlement to services was de- 
rived from his/her willingness, at a time of national need, to subjugate h.s/her indi- 
vidual and personal needs and des»res to those of the greater national good, and fur- 
thermore to be willing to risk life and limb in manifesting this commitment 

Despite the fact that no tax revenues would be generated from such a facility, it 
was Mayor Newman's future conviction that Brick Township would be an ideal loca- 
tion for the placement of a satellite clinic, and that all of t, e resources at the dis- 
posal of the Townsh'p should be mobilized to bring the vacuity to the area This 
advocacy was based on several factors, among them the following 

The need indentified by the Mid-Atlantic Planning Group for such a facility, and 
the recommendation within the MFD1PP report that the facility be located within 
Northern Ocean County, 

The residency of over 100,000 veterans within the Ocean and Monmouth County 
area, Monmouth County bordering on the northwestern and northeastern boundry 
of Brick Included within this veteran population are literally thousands of senior 
citizens, who constitute one of the single largest population groups in the area, 

The geographical location of Brick Township and its easy accessibility from other 
areas of the State, i e , the Garden State Parkway cuts through portions of Brick, as 
well as the Maior Routes 35, 70, and 88, in addition to the approximately six (6) 
miles from Brick's border, and which feeds directly into the Parkway, 

The extreme hardship being placed upon veterans in traveling to and from the 
VA facilities located in Newark and Philadelphia, and who muf. then often wait 
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several hours for services, and all of this is on top of the fact that more often than 
not those veterans making the journey are ill and/or injured to begin with. 

The existance in Brick of a unique concept manifest in the Hospital Support Zone 
Created by ordinance, the Hospital Support Zone sunounds the newly created 100 
bed acute care facility operated by the Northern Ocean County Hospital Systems, 
and is designed to encourage the development of medically related facilities and 
services such as doctor's offices, rehabilitation centers, life and care nursing home 
facilities, pharmaceutical and medical supplies facilities, and the like 

Not only would the location of the VA facility mean that a holistic approach to 
health care for the veterans be possible, not no zone approval would be necessary, 
and sites would be available for purchase, or possibly donation 

In consideration of all these factors, Mayor Newman took action and recommend- 
ed to the Township Council that a strong, concerted, affirmative effort be made to 
bring the facility to Northern Ocean County, and to Brick specifically Upon consid- 
eration, the Council shared the Mayor s advocacy, and quickly passed a formal reso- 
lution pledging the full support and cooperation of the Township to this effort, and 
placing Municipal commitment to this effort Mr. Stephan R Leone was appointed 
to Chair this Task Force and Council President Charles Anderson appointed him- 
self, Councilman Warren Wolf, and Councilman Ed Hibbard as members. 



Born of the Governing Body's commitment to bring the recommended facility to 
Brick, the Task Force took up the gauntlet on behalf of the Township, and of the 
numerous veterans residing in the area. The composition of the Task Force was so- 
lidified, and included representatives of veterans organizations physicians, and 
eventually representatives of various legislative and governmental offices The cur- 
rent membership roster is as follows 



Stephan R Leone, Chairman, Charles Anderson, Cou> ' President; Emund Hib- 
bard, Councilman, Warren Wolf, Councilman, Nicholas I ns, Vietnam Veterans 
Leadership Program, Thaddeus R Leoniak, M D , N J N. ial Guard, Charles Ko- 
sanke. Commander Ocean County Ex-Pow, Kenneth C Eith, Representative VFW 
Post No 8867, Robert Shannon, Commander, Arrowhead Memorial Post No 5698; 
Stuart Zuckerman. DO. Joseph DeFiliooo, Administrator, Brick Hospital; Robert 
Zehnter, Director. Veterans Service Bureau, Jerry Monroe, Blind Veterans, John 
Thomas, Advisory Aide to Senator Lautenberg, Glenn Ruskin. Advisory Aide to Con- 
gress woman Howard, George Brogan, Ocean County Health Department; George H 
Buckwald. Freeholder; Bill Bradley. Senator, and Rodford W Bnndley, Jr , N J Na- 
tional Guard 

Charged with the responsibility to advocate for the location of the VA facility, the 
Task Force sought to clearly and convincingly present the Township case, and to 
communicate the Township's position to all appropriate individuals and agencies. 

The initial meeting of the Task Force took place on January 15, 1985 with other 
meetings taking place on February 5, and March 26, 1985 with a planning session 
held on June 10th Research was done to establish a statistical data base, and the 
position of the Task Force was communicated to numerous local, county, stale, and 
federal agencies and offices To date, expressions of support for the work of the task 
force have been received from the following legislative offices 

Senator Bill Bradley, Senator Frank R Lautenberg, Congressman James T. 
Florio, Congressman Christopher H Smith; Congressman Jim Saxton, Congressman 
Matt Rmaldo, Congressman Marge Roukema; Congressman Frank J Guarini, Con- 
gressman Dean Gallo, Congressman James T Howard, Congressman Jim Courter; 
Congressman Robert A Roe, Congressman William J Hughes, Congressman Robert 
G Torncelli, Congressman Bernard J Dwyer, Congressman Peter W. Rodino, Jr ; 
NJ State Senator John F Russo; NJ Assembly Majority Leader John Paul Russo; 
NJ Assemblywoman Marlene Lynch Ford, NJ Assemblyman John Doyle; and Ocean 
County Board of Chosen Freeholders 

Also, organizational support for the work of the Task Force has been received 
from the following Vietnam Veterans of America— Shore Area Chapter, Vietnam 
Veterans Leadership Program; VFW Post 22226. VFW Post 8867, The Northern 
Ocean Hospital System Inc , Allied Veterans Council of Lakewood, Ocean County 
Ex-Pnsoners of War. Arrowhead Memorial Post No 5698, Ocean County Veterans 
Service Bureau, Ocean County Health Department, Blind Veterans Organization; 
Barbara L Greco. D D S , and Dr Stuart Zukerman, Professor of Psychiatry 
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Also, a petition drive was recently begun and in a very short period of time, some 
1,700 signatures of county residents have been obtained As this is an ongoing effort 
the Task Force anticipates obtaining many more signatures of support 

STATISTICAL PROHLE 

According to 1980 figures, there were approximately 949,.~>()0 veterans living in 
New Jersev Broken down according to age, the 1980 veteran population of New 
Jersey would be as follows 



NEW JERSEY VEiERAN P0PULA1I0N BY AGE, 1980 







Numbers «n 
^ousands 


Percent of 
veteran 
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V-ar veterans 


Percent of 
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Under 20 




20 


0 21 
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20 0 


210 


70 
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25-29 




37 7 


3 97 


323 


402 


30-34 




98 5 


1037 


95 0 


1184 


35-39 






8 40 


50 9 


6 34 


40-44 
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8 43 


223 


2 80 
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12 24 


95 4 


1190 


50-54 
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1373 
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16 64 


156 6 


19 53 
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109 0 


1150 


107 4 


13 40 


65-69 




52 9 


5 60 


50 6 


631 


70 74 




?51 


2 65 


22 6 


2 81 
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98 


103 


79 


98 


80-84 




10 9 


1 14 


102 


130 


85 and over 




67 


70 


63 
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OUT PATIENT DATA 

We shall present herein our analysis of the methodology utilized by the Veterans 
Administration for determining the potential location for a satellite clinic The first 

served by an Ocean County clinic location would include the five county area of 
Ocean, Monmouth, Burlington, Mercer, and Atlantic It was reasoned that the most 
realistic inclusion would be to consider all of Ocean and Monmouth and 'S'S% of the 
remaining three counties as the potential PSA Therefore, for an Ocean County 
Clinic location the theoretical PSA would include 

1 100% of the veteran population of Ocean County 

2 100% of the veteran population of Monmouth County 

3 33% of the veteran population of Burlington County 

4 33% of the veteran population of Mercer County 

5 33% of the veteran population of Atlantic County 

The projected 1990 Veteran population was then determined, as well as the dis- 
tance to be traveled from each county to the potential clinic site Also, the prospec- 
tive in-patient visitation rate, and then the number of 1990 visits was estimated. 
The following table depicts these figures 



iqr? Outpatient tr Um ^ 

Count, 0,s,3flce P' 0 ^ ' 1990 ve,e,an VlS,t ^ (P« oonli 

^ w gn, 

Ocean 0 to 24 47,354 42,170 435 18,344 

Monmouth 0 to 24 67,705 61,668 435 26,822 

Burlingon 25 to 49 50,675 48 168 /33% 15 993 190 3,028 

Mercer 25 to 49 38,323 35 458 - 33% - 11,699 190 2,243 

Atlantic 25 to 49 25,874 23,600 - 33% - 7,788 190 _U94 

Total out patient visits al! counties 51,931 

1 We will contend later m thi'. document that the anticipated decrease m veteran population m Ocean 'Monmouth may very well be olfsel by a 
raptdly increasing population 
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The VA then allocated points for a high priority workload, which involves deter- 
mining the percentage of service connected visists in 1982 to exibting facilities serv- 
ing the veterans of the Primary Service Area (PSA), and then allocating points if it 
cou'd be determined that more than 59CJ- of the visits were service connected This 
is graphically depicted as follows 



ALLOCATION OF POINTS FOR HIGH PRIORITY WORKLOAD 



1 98? service 198? total 
connected out ou* patient 
patitn* visits visits 



Ocean 8 226 12,304 

Monmouth 12 065 16,769 

Burlington 8,480 12,097 

Mercer 5,528 6 543 

Atlantic 5,441 8,148 

Total for PSA 39,740 55,861 



The percentage of Service Connected (SO visits— 39,740 over 55,861-71 percent 
71 percent (SC percent) -50 percent ^21 percent 
21 percent over 50 percent = 42 

42 X 135 (VA weighing factor) = 57 points for high priority workload 
The next step in the process was to allocate points for "equity" by determining 
the proposed PSA's utilization rate, and to then determine if the utilization rate 
falls below the national rate This was determined per the following chart 



1JW 198? vet 198? total 

Mv population visits 

Ocean 47,354 12,304 

Monmutn 57,705 16,769 

Burlington 50,675 12,097 

Mercii 38,323 6,543 

Athntir ?S S74 A 148 

Total for PSA ^29 931 55,861 



PSA Utilization rate— 55,861 over 229,931- 243 

National utilization rate minus PSA utilization rate 600- 243= 357 

357 over 600 equals 595 

.595 x 98 (VA weighing factor) -54 equity points 

This area we feel is particularly important, for which reason we shall focus on the 
utilization figures in a bit more detail The clear implication of the VA figures is 
that the current utilization rate for Ocean County service area is some 40 5% of the 
national average Keeping in mind that fact that the number of visits does not equal 
the number of patients making visits, i e , most patients make multiple visits in any 
given year, we could assume that given the fact that nationally approximately 12%- 
16% of the veterans population makes use of VA facilities, if 12%-16% of the veter- 
ans in the Ocean County service area made use of VA facilities, the utilization rate 
for this area would approximate the national rate of 600 However, as indicated, the 
utilization rate is, in fact, 40.5% of the national rate, which means that the percent 
of area veterans making use of VA facilities in also some 40.5% on national rates or 
only 4 86%~6 48% of area veterans are making use of VA facilities 

If we project the same methodology to the prospective 1990 visitation rates the 
statistics are charted as follows 



County (percent] Estimated WO vet population Estimated 1990 out patent vtSttS 



Ocean (100) 42,170 18,344 

Monmouth (100) 61,668 26,822 



ERLC 



39 



—Continued 



Burlington (33) 
Mercer (33) 
Atlantic (33) 



Total for PSA 



i5^3 
ii699 
7 ?8S 

139,318 



3 028 
2 243 
1494 

51.931 



Projected PSA Utilization Rate— 51.M1 over 139,318 equals 372 

Assuming a national utilization rate of GOO, the Ocean County service area would 

still be approximately 627c of the national rate, or 744 r £— 9 b2K would be using VA 

facilities 

We shall contend, very shortly, that this is not a function of lack of need, nor is it 
a function of lack of desire, but is a function of lack of availability We shall further 
contend that the changing demographic profile of the veteran, le , that fact that the 
veteran population is rapidly becoming an older American population, could very 
well mean an even lower future utilization rate than that depicted herein, should 
the location of VA facilities remain as it is 

To continue, step four in assessing the potential location of a VA satellite clinic 
involved determining the access and remoteness of the potential clinic site to the 
nearest VA facility 

Travel time from Ocean County to Philadelphia or East Orange 1-1 5 hours 
45 <VA weighing factor) x 5 (1 5 hrs - 1= 5) = 2:3 

Utilizing this methodology, the VA determined that the number two and three 
ranked counties within the medical district No 4 area were Ocean and Monmouth 
respectively Taken together they formed the basis for recommending the placement 
of the clinic in the northern Ocean County area 

IN-PATIENT DATA 

The Task Force then researched the matter in an attempt to determine a more 
specific need factor for the Ocean County area We gathered m-patient data from 
various sources and recorded the most frequently occurring diagnosis for each age 
category, and then attempted to determine the average length of stay for each age 
group and each diagnostic category In this way we attempted to project potential 

Uvu Iivtu iiu» ait. dt'fiicttrti aa iuiit/vvo 

MOST PREVALENT DIAGNOSTIC GROUP BY AGE, JUNE 15, 1983 



Art- fia^ifrH fr:i 



Under 35 

Schizophrenic disorders 
Alcohol depend 'abuse 
Drug depend /abuse 
Other psychoses 
Other nonpsychotic 1 

34-44 

Schizophrenic disorders 
Alcohol depend/ abu^e 
Other nonpsychotic 1 
Other psychoses 
Drug depend/abuse 

45 54 

Schizophrenic disorders 
Alcohol depend/ abuse 
Malignant neoplasms 
Heart disease i 
Other psychosis 

55 64 

Schizophrenic disorder 



■"bet i 


Nu^r>v afl 


all 




renditions 


conditions 






(percent) 


2 168 


7 46; 


33 05 


I 317 


/ 467 


1763 


J 63 


7,467 


6 20 


4J2 


7,467 


5 78 


jS? 


7,467 


511 


i "a 


6,45? 


27 51 


! IS/ 


h 45? 


1785 




6 452 


6 97 




6,452 


5 35 


?1] 


6 452 


3 26 


/ 093 


9,669 


^1 64 


1 0 C )2 


9 669 


1129 




9 669 


7 88 




9 669 


4 49 


408 


9 669 


421 


2 965 


22 386 


13 24 
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65 



75- 









Number of 


Age and diagnostic group 


Number in 
$roup 


Number all 

cond'tiOfis 


all 

conditions 








(percent) 


— _ 

Malignant neoplasms 




2 590 


_ 

22.386 


1156 


Heart disease 2 


1.433 


22.386 


6 40 


Alrnhnl ripnpnrl/ahiKP 


1 180 


11 TRfi 


J CI 


f!prphiriu3^riil3r 'iKo / .cp 
vti cvi uvaocutdi JlOvdjv 

)-74 

mallgllalll Mcvpiaolll 5 


1 165 


11 TRfi 


J <:U 


1 620 


1 J.UUO 




Cerebrovascu'ar disease 


1013 


13.008 


7 78 


Heart disease 2 


997 


13,008 


7 66 


Srht7nnhrPnir dionrrtor^ 

\jK*\\\L\Jy\\\ villi- UfXJ' LnJ! o 


864 


1 J.UUO 


£ fid 


j-84 


840 


1 J.UUO 


6 45 


Oroanir nsvrhotir rnnri (enrluflini aim A dmcs) 


334 


3,767 


9 08 


Cerebrovascular disease 


334 


3 767 


9 08 


Malignant neoplasms 


ou^ 


3.767 


8 40 


Heart disease 2 


293 


3.767 


7 97 


Non-psychotic mental dis 


267 


3,767 


7 26 


Heart disease 2 


320 


2,871 


1114 


Organic psychotic cond 


302 


2,871 


10 52 


Other non-psychotic dis 


273 


2.871 


9 50 


Malignant neopiasma 


269 


2,871 


936 


Schizophrenic disorders 


212 


2,871 


7 38 



footnotes fix Diagnostic Group by Age 

1 Other non psychotic mental disorders does not include neurotic disorders 

* Heart disease includes rheumatic heart hypertensive hea^ disease acute myocardial infraction ether ischemic heart disease other forms of 
heart disease 

1 0ther diseases of respiratory system does not include acute infections, pneumonia influenza bronchitis, or emphysema 

We would point out that the relatively lower concentration of patients within spe- 
cific diagnostic categories within the older age brackets is an indication of the great- 
er prevalency of a greater variety of illness, and thus the proportionately greater 
ne 'd for more diverse medical services 

VA Med Cntrs-Hospital Care Component' Average Length of Stay by Most Preva- 
lent Diagnostic Groups for Patients Discharged fiscal ytc/ 1983 



Diagnostic Group 


Patients 


Average 
days 


Median days 


Schizophrenic disorders 


46,360 


97 8 


23 4 


Alcohol depend/abuse 


80,107 


24 7 


161 


Drug depend/abuse 


10,943 


27 2 


13 9 


Other Psychoses 


19415 


495 


2' 9 


Other Nonpsychotic mental disorders 


18.174 


60 5 


166 


Heart disease 


96,540 


1682 


10 26 


Malignant neoplasms 


95,806 


24 48 


13 5 


Other diseases of central nervous system 


11,940 


68 9 


149 


Cerebrovascular disease 


23 158 


39 2 


165 


Other diseases of respiratory system 




1 


89 


OfgC"!C pojrCilCuC COnimWMb 


5,32? 


156 3 


27 4 


VA Med Cnts-Hospital ('are Component 


Average length of Stay 


by Age 


for p a- 


tiei.tj Discharged FY'S.'i 










Median days 


Under j5 


112 323 


20 37 


7 87 


35 to 44 


100,631 


23 85 


9 75 


45 to 54 


146,259 


24 05 


9 65 
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Ape 



55 to 64 
65 to 74 
75 to 84 
85 + 



fiumhef o< 

34^,963 
200,944 
48,513 
38,713 



Average tia/s Mediae days 



24 45 

26 90 
35 45 
45 20 



9 80 

10 25 
1145 
12 CO 



Based on these figures we attempted to calculate the approximate bed need for 
each age category by multiplying the number of patients in each category with the 
average length of stay for each patient in that category We then divided the result- 
ing figure by 365 to obtain an approximate daily t>*l need for each age group This 
is graphically depicted as follows 

Approximate Daily Bed Need bv Age Based on Average Length of Stay by Age for 
Patients Discharged FY'83 





Age 


Number of 
patients 


Average days 


Approximate 
patient days 
fiscal year 
1983 


Approximate 
beds per day 


Under 35 




112 323 


20 37 


2,288,020 


6,269 


35 to 44 




100,631 


?3 85 


2.400 049 


6,575 


45 to 54 




146 259 


24 05 


3 517,528 


9,637 


55to 4 




349 963 


24 45 


8,556,595 


23,443 


65 to 74 




200,944 


26 90 


5 405.394 


14 809 


75 to 84 




48,513 


35 45 


1.719 786 


4,712 


85 + 




38,713 


45 20 


1,749.828 


4,794 



While we were not able to obtain figures concerning the average length of stay, 
by age, for Veteians of the Ocean County Theoretical PSA, we were able to obtain 
the average length of stay for inpatients coming from Ocean County only in fiscal 
year 1984, and of the 592 identified in the data provided by the Veterans Adminis- 
tration for Medical District 4, nearly 70% has hospital stays of over 8 days, with 
well over 52% having stays of more than 14 days 

The importance of these figures becomes apparent when one considers that the 
average length of stay for patients in the recently opened acute care facility in 
Brick Township is 7.5 days, keeping in mind that the proportion of senior citizens in 
the area is significantly higher than state averages. In short, we would raise the 
question as to the potential impact on the projected bed need should an outpatient 
clinic be located in the northern Ocean County area While we cannot show defini- 
tive figures to provide proof for this contention we would nevertheless still contend 
that the average stay per patient at the hospital care facilities would be significant- 
ly lower than it now is 

The relevance of these figures to the theoretical PSA identified earlier becomes 
more apparent if we approximate the age breakdown of the PSA and then correlate 
it with the appropriate diagnostic group for each age grouping as well as the aver- 
age length of stay for each age and diagnostic catetory, and then project an average 
bed need facility category Certain methodological difficulties did confront us in de- 
termining the age breakdown of the theoretical PSA since it was just that, l e , a 
non-existent entity per se We approximated the age breakdown by first determin- 
ing the age breakdown for the existing fSa served by the East Orange VA facili- 
ties, and then applying, with caution, the percentages of each category to the theo- 
retical PSA for Ocean County This may be depicted as follows 

Percent breakdown Oi Veteran Population Served b> East Orange VA facilities as 
of March 31, 1985 



Ape 



Under 35 
35 to 44 
45 to 54 
55 to 64 
65 to 74 



Nunber in Percent of 
grouping total 



73,010 
137,760 
151,770 
213 290 
106,220 



10 28 
19 43 
2140 
30 08 
14 98 
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1>,H 

\«„ Nijnbe m Percen' of 

grouping total 

75 to 84 ? 0 400 2 87 

85+ 6 480 91 



The theoretical PSA for Ocean County as follows using 19X2 vet population data 
as per Medical District No 1 report 

Ocean County (100 percent) 47 »54 

Monmouth County (100 percent) 76^705 

Burlington County (33 percent) 16J23 

Mercer County (33 percent) 12^647 

Atlantic County (33 percent) 8^538 

Total 152,967 

Applying the percentage figures used above, the approximate age breakdown of 
the theoretical Ocean County PSA is as follows 

Approximate breakdown of veteran population served bv theoretical Ocean 
County PSA 



* grouping Kercem 

Wwter 35 15.741 10 29 

35 to 44 ?9> 722 1943 

45 to 54 32736 21 4Q 

55 to 64 46 013 30 C8 

65toM 22,915 14 98 

7 $ to 84 4,390 287 

85^ 1,392 0 91 



To make the figures more immediately applicable to the potential Ocean County 
PSA, we took the total visits in 1982 to VA facilities noted in the VA planning docu- 
ment and applied the approximate age percentages to determine an approximation 
of the number of patients in each age grouping. We then took the average length of 
stay for patients in each category who were discharged in fiscal year 1983 and mul- 
tiplied this figure with the approximate number of patients in each age grouping 
The resulting figure was the patient days in each age category, which we then divid- 
ed by 365, this resulting in the potential daily bod need for each category This is 
depicted in the following chart 

The figures indicate a daily bed need, for all age groups of over Again, we 

would contend that this figure would be significantly lower if an outpatient clinic 
were located in the northern Ocean County area more specifically, Brick Township 
Again, we point to the fact that the average stay at local facilities is significantly 
lower than the average stay for veterans at a veterans facility We introduce the 
possibility that this is at least in part a function of the distance from the majority of 
the patient population which necessitates the provision of services in a single de- 
screte time block contingent upon the availability of the patient. 

Fort ho- W e would contend that this would significantly reduce the cost ol service 
provision in tnt amount and duration of m-hospital stays would be reduced. And 
this would also reduce the time and inconvenience, the "non-medical" difficulties in 
traveling several hours to and from a facility, without benefit of supportive family 
members during the period of hospitalization 

SUMMARY AND CONCLUSIONS 

Again, figures are to be taken in light of the fact that naturally, only 12-16% of 
the veteran population utilizes VA facilities The figures presented earlier in refer- 
ence to the theoretical Ocean County PSA revealed that the utilization rate for this 
area was significantly below national averages. In projecting future needs one may 
legitimately ask the question as to the impact ana reasons for the low utilization 
rate in Ocean County area 

An answer to this may be found in the Document published by the Veterans Ad- 
ministration in July 1984 entitled Caring for the Older Veteran In attempting to 
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project the real need for VA health care they define health care as The level of 
health care services required by eligible veterans who request VA care or who 
would do 3o if they knew of their eligibility and of VA services, and if the services 
were readily available (Appendix I, page 1-1) 

The document then proceeds to convincingly argue that the primary determinant 
of demand for VA health care services is a readily accessible supnly of such services 
In summary, it is concluded that "supply accounts for more c c the variation" in 
demand "than everything else combined " (1-2) 

Utilizing this data, we would similarly contend that the low utilization rate pro- 
jected and already manifest in the Ocean County PSA is a function of the remote- 
ness of the existing VA facilities, and not a function of lack of need 

Consider further please the changing demographic profile of the American Veter- 
an. For the existing service PSA's in District 4, an accelerated decline is predicted 
in the number of veterans, this decline being projected as 7% from 1985 to 1990, 
another 8% from 1990-1995, another 9% from 1995-2000 and so on Combined with 
this is the internal make-up of the veteran population. By 1990 it is anticipated that 
more than 25% of the veteran population will be over the age of 65, and by the year 
2000 this figure will jump to over 33%. Also, veterans over 65 Will also constitute a 
larger proportion of all males over the age of 65 such that by the year 2000 the 
proportion of all males who are veterans will reach 63% This means that under the 
current structure of eligibility, by the year 2000 nearly 2 out of every 3 elderly 
males in the United States will be eligible for VA medical care if they so choose to 
make use of such programs. 

The previous data cited clearly indicates that if this is the case, the nature and 
needs of the demand for services, and the types of services demanded will change 
radically. Concerning the Ocean County PSA we would contend the following- 

The projected decline in veteran population will not be felt nearly so much in the 
Ocean County area given the tremendous population growth of the area Consider 
that between 1960 and 1070 the population of Ocean County increased by 92 5%, 
and between 1970-1980 the increase was 65% 

Consider also the fact that the senior citizen population of the area has also expe- 
rienced a dramatic increase, until it is now estimated that approximately 30% of 
the population of the County is comprised of senior citizens 

Given the population profile of the Ocean County PSA it is not altogether unrea- 
sonable to assume that the VA statistics will be amplified given the already higher 
aged population, of the area One can argue that given associated factors, the need 
and demand for specialized health care for the aged may very well increase more 
than the demographic picture indicates This is due to the fact that not only do 
older people have more illness, but the illness they do have is complicated by a 
slower response time to treatment, and the prior existence of other chronic medical 
conditions. Further, there is a range of non-medical conditions and needs that com- 
plicate the situation, these including transportation, housing, and income mainte- 
nance. 

The Brick Town Clinic Task Force is supportive of the four (4) objective sited in 
the VA study on the aging veteran, namely To sustain and be supportive of the 
older veterans i idependence, comfort and contentment in nis own home environ- 
ment for as long as possible, To provide those who need them vith additional care 
and attention in lesiuential accomodations, To provide backup hospital accommoda- 
tions providing skilled medical and/or nursing care during episodes of illnes3, To 
assure that each older veteran needs are fully assessed, and that all required serv- 
ices are appropriately coordinated. 

We, therefore, strongly support and advocate for the provision of an integrated 
system of health care which is accessible, available, comprehensive, and provides 
continuity of care. Supply, or in this case, availability, is seen here as the key vari- 
able, with the necessity present for the facility to be placed within the appropriate 
geographical locale for the majority of patients in need, and, therefore, being in a 
position to coordinate all of their resources needed to manage the medical and non- 
medical problems manifest 

We would contend that no more appropriate geographic local can be identified 
than Brvk Township The location of the clinic is justified by demographics of the 
PSA population; the medical needs of the population, the non-medical need of the 
population; the accessibility of the area and an available ipability to effectively 
and efficiently manage the health care and related need ' e older veteran. 

No longer would needy veterans who are entitled to & o have to travel fiom H 
to 6 hours round trip for care, and then in many cases ..~ve to wait several hours 
for care, precisely at that point in time, when they are least able physically and/or 
mentally to make such a trip We would also contend that the actual hospital stay 
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would be shortened in that testing and/or diagnostic procedures being carried out 
over a period of days would not require the patient to remain in the area to avoid 
another 3-6 hours of travel As shown, actual utilization figures provided by the vet- 
eran administration for medical district 4 revealed that more than 50% of inpa- 
tients from the Ocean County Service Area remain in the hospital from between 2 
weeks to 2 months We are contending that an appropriately placed facility would 
shorten the average stay for most patients from the Ocean County Area This would 
lessen the burden on family members and other loved ones, who would not be in a 
position to provide emotional support should they be prevented from visiting pa- 
tients given the distance and time required in traveling to and from the facility. To 
repeat, all data indicates that Brick Township would be the most appropriate loca- 
tion within the Northern Ocean County area to place such a badly needed facility. 
Should the decision be to place a facility in northern Ocean County, specifically 
Brick, the Task Force would stand ready and able to assist the VA in locating spe- 
cific property either by purchase or donation 

SOURCE DOCUMENTS 

Veterans Administration — Administrator of Veterans Affairs Annual Report, 
1983, Caring for the Older Veteran, Description of Services Used by Veterans in the 
Ocean County Service Area (April 26, 1985), Geographic Distncution of VA Expendi- 
tures fiscal year 1982, County and Congressional Districts, Ocean County Outpatient 
Briefing Package for Veterans Administration Clinic Task Force Meeting March 26, 
1985, and State Profile of Veterans Population 1980 Census 

Mr. Saxton. Thank you very much. I would like to thank all of 
you for very, very thoughtful testimony. It seems to me that the 
message is very clear in terms of where we are from Dr. Williams, 
the director of the Philadelphia Veterans Hospital facility. I am, 
incidentally, personally familiar with your condition there. I know 
that you are working very diligently with the facilities that you 
have, and doing a good job, as good as can be expected under the 
conditions. 

As I listened to the testimony, it seemed to me that there were a 
variety of ideas in terms of how best to solve the problem that we 
all know exists. There is certainly a need for long-term medical 
care in hospitals, as well as a need for nursing facilities for veter- 
ans, and increased care on an outpatient basis. While there may be 
some disagreement as to how we get to that, it seems to me that we 
all agree that there is more needed, and that perhaps outpatient 
care and home care is an important part of what we ought to be 
aiming for. 

Let me direct just one question to each of you. How do you see it 
best in terms of our being able to put in place either new facilities 
or, as Dr. Lconiak would suggest, a different system to use existing 
facilities, in order to provide for that continuum of care on various 
levels? 

We know we need hospitals. We know we need outpatient clinics. 
We know there are available medical facilities out there that we 
can presently use. We know that we could modify perhaps the tax 
system, as you suggest, to provide an incentive or the ability for 
people to care for their loved ones at home when they are ill. 

What kind of changes do we need to make in order to accomplish 
those things that you might subscribe to? 

Mr. Williams. Well, I think, as has been mentioned, such a very 
small portion of the veteran population actually comes to the VA 
facilities now 

Mr. Saxton. I think we need to pass the microphone. 
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Mr. Williams. As has been mentioned several times, there is 
such a very small percentage of the veteran population that are 
currently using VA facilities, even the most mild projections as to 
what the demands could be in the future, there is no way that we 
can provide all the care in the VA facilities. 

So, I think we are looking at the alternatives. We are looking at 
other ways, specifically, with the elderly veterans, as we men- 
tioned, who now, 60 to 80 percent of them, are already in the home 
situation. We are trying to look at alternative ways to provide the 
care they need without institutionalizing them. We are not looking 
to build more hospital beds and put them in bed or to put people in 
institutions. 

We are trying to find alternative ways to put them out. So, we 
identified the need, as several have mentioned, that the biggest un 
dermet need is in the southern Jersey, Ocean/ Atlantic County 
area, which is one of the biggest areas we are not meeting the need 
right now. The other area is north Philadelphia, in Bucks County. 

Those two are the most underserved areas in this whole neigh- 
borhood. So, we have identified that as our primary focus as to 
where we need to put some attention. Now, whether it is an outpa- 
tient clinic or what it is, we just know that there are services 
needed by veterans that we are not able to provide just because of 
the distance. 

We look at all the areas, we are not committed just to an outpa- 
tient clinic. If there are other ways of doing it, we are looking at 
the other ways of sharing the community resources and some of 
the other residential care and hospital-based home care. All we 
know is that it is an area that we need to focus on and we are 
trying to find a way to treat the patients and provide for their 
needs out of the hospital situation, and we do not care how we do 
it, as long as we do it. 

Dr. Friedman. In answer to your question, I think the common 
theme that I heard this morning, and one to which I totally sub- 
scribe to, is home health care or outpatient clinics is obviously, I 
would think, the thrust for the future. Nursing homes are impor- 
tant and nursing homes or institutionalized care provides a very 
necessary service. 

But, it is not a normal environment. It is not like — it is not 
where senior citizens sit down and have meals with his loved ones, 
with his grandchildren, have an opportunity to clean the dishes, 
talk with the grandchildren and so forth. 

I think what we should be looking at into the future is really a 
combination. Obviously, we do need more nursing home beds. I 
think the statistics point that out. But, along with that, I think 
what we should be doing is looking for some type of way to make it 
affordable and everything always seem to reduce itself to finances. 

How do we make it affordable to keep the senior citizens, who 
are the senior veteran citizens, at home? And, I think if we attack 
the problem in terms of providing additional nursing beds, but also 
providing some means, some fiscal means by which we can keep 
these senior citizens home, I think that would be a two-prong ap- 
proach which all clinicians in the field would certainly subscribe 
to. 
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Mr Saxton Doctor, in your testimony, you indicated that you 
felt it would be more cost effective if we had the tax credit system 
in place to encourage families to take care of veterans at home. 

Are there any studies or is there any statistical information that 
you can point to which we might be able to use to make that point? 

Dr. Friedman. I am sorry, Congressman, I cannot address my 
presentation to any particular study, but in terms of the statistics, 
if you look at the $60 a day the VA is paying for proprietary nurs- 
ing homes, and if you look at the $106 a day which it currently 
costs to keep a veteran in a nursing home within the VA system, 
then you look at the $17.05 which the VA pays to the 42 State 
nursing homes throughout the country, just on a cost-analysis 
basis, you can readily zee that if some of these funds could be 
passed back to the community, there would be any numbers then 
of individuals who might not need institutionalization, where a 
two-working family — where a two-working-member family, our so- 
ciety today, the husbands and wive« work, what do you do with the 
elderly individual during the day? 

We can take care of them as love~ ones, we can take care of 
them at night, we can take care of them during the weekends. 
However, many of us, both husbands and wives, must work. Pro- 
vide an outlet for that and you might reduce the nursing home 
beds which will be needed in the year 2000. 

Mr. Mussari. Mr. Chairman, the Veterans' Administration was 
founded on the premise of quality medical care for the veterans of 
the United States and those who fought in our wars. 

One day we can pick up the paper and read about the proposed 
budget reductions and, then, the next day, we are talking about up- 
grading treatment for veterans. And, it seems to me that the two 
groups of people that receive the most direct target for reductions 
in the budget are the senior citizens, dealing with Social Security 
benefits, and the Veterans' Administration, in dealing with the 
overall veterans as far as treatment and compensation benefits, 
which just recently had to be taxed, and this was stopped, as you 
are well aware, by the Cranston amendment. 

I think we have got to look at it at an overall basis, that we 
cannot, on one hand, propose increasing the Veterans' Administra- 
tion budget to give us quality care that we fought for and that we 
need, and, then, in the next day read in the paper where the pro- 
posed reductions in the Veterans' Administration budget dealing 
with VA benefits and Social Security. It has got to be one way or 
the other. We need these benefits. We fought for them. We are en- 
titled to these benefits, and I do not think we should have to pick 
up the paper from day to day and read about the proposed reduc- 
tions. 

I agree here with my colleagues in having a clinic here in the 
Ocean County area, but if you look at it realistically, how are we 
going to build a clinic in Ocean County when the VA plans on re- 
ducing their overall spending for this fiscal year? 

There is no way possible. I mean, we have to look at it where we 
need that funding, if they are not going to build the clinic here, 
build it in south Jersey, but, first of all, get us that funding, main- 
tain the benefits that we have, and keep that quality care that we 
have fought for. 
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Thank you. 

Dr. Leoniak. In answering your question, I think I would have to 
ask a question, and asking us how you could help as legislators. 

The thing that impressed me was that when the statement came 
out the VA was planning on placing a clinic in this area, and that 
is what I am here to address, I was never able to find out through 
my research exactly what constitutes a VA satellite clinic. 

What I am driving at is it seems to me that it is rather ill-de- 
fined as to what the VA actually wants themselves. Perhaps that 
documentation is somewhere, but I had difficulty finding out what 
it is. 

The reason it is important is because my proposal, which obvi- 
ously included utilizing existing facilities, may become a moot 
point, if the VA plans to operate in a vacuum. In other words, put 
in place a self-contained clinic, self-sustaining in the sense that it 
has its own people, own technicians and services, so it would be 
helpful as legislators with any influence on the Veterans' Adminis- 
tration if you would have some input in helping them or helping us 
to understand more readily what they are looking for. 

It struck me, too, that the article came out and it was in a— 
there was really no— there did not seem to be any contact with the 
legislators or county or officials as to what the administration was 
really looking to do. If not for the fact that the task force took the 
initiative to make contact with the Veterans' Administration, we 
probably would have never heard anything from them, just the ar- 
ticle stating that they planned on putting a clinic. 

Mr. Saxton. Let me ask you, are you in favor of a clinic in 
Ocean County, or are you opposed to a clinic in Ocean County? 

Dr. Leoniak. I am somewhat of a middle-roader. I do believe 

Mr. Saxton. Are you running for office? 

Dr. Leoniak. You taught me a lot of tricks. I really am a middle- 
roader in the sense that I do believe, as I stated in the text, that 
there is room for services to be administered by the VA that are 
germane and particular to the veterans, making use of existing fa- 
cilities, and also the visiting services that exist in the area. 

Mr. Saxton. I can appreciate the feeling of people who are in- 
volved in the medical profession in this area, particularly in light 
of the fact that you may have the facilities available to lake care of 
more people. I know that hospitals in this area have been expand- 
ed. 

Our primary concern with regard to a veterans outreach clinic or 
veterans outpatient clinic is to provide most immediate service at 
the highest level that we can. I am not sure that I can, at this 
point, justify in my rnind changing an entire system or initiating a 
voucher system, which may be a very lengthy debatable pro-and- 
con type of process, when we appear to be close to at least a partial 
solution by building a clinic in Ocean County. 

I would certainly not want to be in a position for the benefit of 
the veterans of this area of saying that we are going to begin to 
look into a new system to provide better long-term care or to pro- 
vide better care long term, I gues3 I should say, the whole New 
Jersey delegation, is together on that one thing. Democrats, Repu- 
bicans, north Jersey, south Jersey. We have all been trying to get 
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that clinic, and I would hope that your clinic task force would be 
very supportive of that endeavor because we think it is important. 

Dr. Leoniak If you want to pin me down to a yes or no answer 
on that question as to whether I am in support of the clinic, the 
answer is yes, I am supportive of the clinic. There is no question 
about it. 

I would just like to feel that some thinking would go into the es- 
tablishment of the clinic, which would make it most economical 
and feasible to operate. 

Mr. Saxton. Thank you. 

Mr. Leone. I like this being last each time because I can just say 
I agree with the Congressmen. 

The task force is clearly supportive of the outpatient clinic being 
established, and so are the veterans of Ocean County, 9,000 in 
Ocean County and 52,000 in the area. 

And, as Mr. Leone has said, some of the medical profession, in 
that they are dedicated to increasing the care for veterans, they 
differ as to the best way to do that, and I am sure will come to the 
realization, as you have just expressed, that the only practical way 
to do it today is through an outpatient clinic. 

As they continue to try to develop more efficient ways and more 
responsive ways for providing that care, the recognition has to be 
that an outpatient clinic is the way to do it today. 

So far as the budget is concerned, I just want to say this, the cap- 
ital costs for this clinic are probably the least expensive aspects of 
the whole program, and if I were to be asked if we thought we 
could [a] acquire land for a clinic, [b] raise funds to construct the 
clinic, independent of the Veterans' Administration, I think I 
would be well to say yes. I think we can do it for you. 

The cost of running the clinic is the issue, and that issue, per- 
Y aps, is not so bad either because the cost of providing the services 
at the present clinics will be substantially reduced by providing 
them locally because of transportation costs, longer stays for in-pa- 
tient care, and a more convenient location, and then we cannot 
evaluate the cost — I mean, how do you put a price on the fact that 
a person does not go for medical services that he needs? Put a price 
on that. I cannot, and I do not think anybody wants me to. We 
need a clinic. 

Mr. Saxton. Congressman Tauke. 

Mr. Tauke. Thank you, Mr. Chairman. 

Mr. Mussari painted a fairly bleak picture of the care available 
to veterans. Dr. Friedman and Mr. Williams, I am wondering, as 
dire;tors of veterans institutions, how do you react to the testimo- 
ny that he offered? Is the picture as bleak as he suggests? 

Mr. Williams. Hopefully not. We do not see it quite as bleak 
as — of course, he deals in a situation where a lot of the problems 
that we are facing do come to him, so maybe he sees most of the 
problem side of it. 

We think that we agree with him as far as the care that we are 
able to provide to veterans over here in southern Jersey, that we 
are able to provide the best just because, it has been mentioned 
several times, the long distances, the fact that the services just are 
not available to them, and when they get over, there is a long wait. 
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But, when there are individual cases like this and when there 
are problems that arise, obviously they do, we like to get in and try 
to take care of them, and hopefully, try to resolve them. I do not 
think it is that bleak. We are very optimistic that we are moving 
in the right direction. 

Dr. Friedman. I think what we need is a handshake. I think, on 
the one hand, the State of New Jersey has been very receptive to 
the needs of the aging veterans inasmuch as we are one of the few 
states in these United States which has two nursing homes, and, 
very shortly, in November of this year, we will be opening the first 
phase of a third facility in Bergen Pines, which will be a 114 bed 
facility. 

I th : nk the real crux, though, is not building more facilities. I 
tnink if we are going to paint a more optimistic picture between 
now and the year 2000, it is going to be necessary to complement 
the nursing home situation, bpth VA and state nursing homes, 
with these home health care or these out-patient clinic concepts. 

I think if we leave with nothing else today, it should be that the 
theme should be that we keep the aged veteran at hrnne for the 
longest period of time possible. We can do that with the out-patient 
clinics, and we can do it with the home health care concept. 

Overall, I think we have 

Mr. Tauke. I am going to get into that because I agree with you 
on that point, but I am wondering how is it that we have a 63 year 
old veteran in the condition that he described, who is unable to 
find care? Is that true in New Jersey or in Iowa, that we have 
people who are essentially disabled, who need nursing home care, 
unable to get it? 

Dr. Friedman. The reality of the situation, Congressman, is this, 
at the New Jersey Methodist Memorial Home in Menlo Park, our 
waiting list is, in fact, in excess of 1 year. Roughly one third of the 
veterans on the waiting list have to wait before they are admitted 
to the home. Again, the reality of the situation is the only time a 
bed becomes vacant is when one of my 388 members passes away. 

So, to that extent, I do agree, there are many, many veterans out 
there who are looking for placements. We talk about statistics. 
These are individuals. Looking for placements and never getting 
them. 

Mr. Tauke. So, these individuals then seek private nursing home 
care, as this gentleman did, as I understand it They apparently 
are able to receive som? assistance for a 6 month period, and then 
what happens? 

Mr. Williams. I think the 6 month period is referring to by law, 
the service-connected veteran, we cannot place in a community 
nursing home for an unlimited period of time. By law, we can only 
out-place the non-service-connected veteran up to 6 months with 
possibly a 6 months extension. 

Now, that is not just as seemed to be implied by the lady's case, 
that the veteran is dumped out there for 6 months, and then they 
are on their own. The reason for the 6 months in the first place is 
to allow us to work with the veteran and his family and the nurs- 
ing home to make other arrangements for the veteran to be taken 
care of. 
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Most of them qualify If you do not qualify for the VA care, qual- 
ify for either Medicare or Medicaid, and the 6 months gives us that 
period of time to work out with the family other arrangements, so 
at the time the VA is no longer able to pay, then the family is able 
to continue with another program. They are no longer ours. 

Mr. Saxton. Dr. Friedman, you gave some very startling statis- 
tics. You stated that it costs the Federal Government, if I under- 
stand you correctly, over $100 per day to keep a veteran in a Veter- 
ans Administration nursing facility. Furthermore, you report $60 a 
day is paid to keep a veteran in a proprietary institution, and 
$17.50 a day is paid to a State, if it has its own nursing facility. 

Why in the world does it cost over $100 a day to keep a veteran 
in a VA facility? 

Dr. Friedman. I am not sure I am going to be able to answer 
that question. 

Mr. Saxton. Well, give me your best judgment. 

In the State of Iowa, we reimburse for title 19 patients, about $30 
a day for nursing home care. If you have skilled care, you might 
get $55. 

Why in the world is it costing over $100 a day, and I might say 
this may relate to that question of budgets for the VA? Maybe it is 
not that they have too little money, but maybe it is in the way it is 
spent. 

Dr. Friedman Well, I might answer that, really, in one of two 
ways. First of all, the statistic was taken from a VA published jour- 
nal. The second thing I might suggest to you is this: I think hieiori 
cally over the years, the Federal Government deserves a gold star 
in the manner in which it collects and disburses moneys through 
our tax system. 

I do not believe, however, and I think the statistics would show, 
they are not quite as good at running programs. They would not 
get a gold star in actually running programs in the State. They are 
much better money changers. Perhaps my colleague might want to 
add something to that. 

Mr. Williams. Yes; let me try to clarify that. The $10S that I 
think you are referring to is if you take the total all inclusive rate, 
if you take all the costs associated with doctors, nurses, staff, 
meals, the whole thing of keeping a patient in a VA hospital or a 
VA nursing home within the hospital environment, which means 
we have our own staff and all inclusive, the drugs and everything, 
that is an average that it costs us per day. 

It does not mean that in a community nursing home, it only 
costs thpm $60 a day to do the same thing we are doing for $106; it 
just means that whenever we place a veteran in a community nurs- 
ing home, the only amount of money — the most we can pay that 
community nursing home to take care of that veteran is $60 a day 
from the VA. 

Now, that is why we have such a difficult time placing them, be- 
cause it costs the nursing home so much more than that. They do 
not want to take our patients for just $60 a day, and we cannot get 
veterans in community nursing homes because they will not accept 
the rates that, by law, we can pay 
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So, it is not that it only costs them $60 a day, it is the $60 is all 
we can pay, and they will not take it because it does not come near 
the cost 

Mr Tauke. How much is paid for title 19 patients in New 
Jersey? 

Mr. Williams. Title 19 is skilled nursing homes? 

Mr. Tauke. No, title 19 is an immediate care facility. 

Dr. Friedman. I know it is more than $60. I know the per diem 
rates today in the State nursing homes is running anywhere be- 
tween $55 and $65 a day. 

Mr. Tauke. For skilled care or 

Dr. Friedman. For long-term care 

Mr. Tauke. For long-term care. 

Dr. Friedman. Yes, yes, and I would suggest what my colleague 
has suggested to the group is not quite accurate. The Federal Gov- 
ernment reimburses at $17.05 a day; however, the total cost per pa- 
tient, as I said, is in excess of $60. It runs somewhere around $62 a 
day. 

Mr. Tauke. Now, do you suggest that the Federal Government 
put more money into encouraging States to, first of all, have a 
nursing home for veterans? And, second, you suggest that we pro- 
vide greater reimbursement. Now, are you suggesting that we take 
money and put it into increasing the $17.05 per diem that we pay, 
cr do you think we should put it into capital investment and new 
facilities for the States? 

Where should we — if we were going to take money and put it 
into this program, where would we put it? 

Dr. Friedman. I am not running for office. I will not suggest 
both. I think what I might suggest to you is this: there are approxi- 
mately 13 States which presently do not have any State veterans 
homes at all. I think the first emphasis should be on encouraging 
them to open State veteran nursing homes. Obviously, the — either 
the 65 percent, which is currently being allocated to new construc- 
tion is insufficient, or possibly, as you might suggest, the $17.05 per 
diem is not sufficient for the State to have the incentive to create 
these additional facilities. 

I think, first, what must be done, just on a cost effective basis is 
to get the other 13 States aboard, to have State veteran nursing 
homes throughout the country. 

Mr. Saxton. Thank you very much, gentlemen. 

Mr. Smith. Thank you, Mr. Chairman, and, first of all, I want to 
commend each and every one of you on your fine statements and 
answers to several of the questions posed, and Dr. Friedman, I 
would have to concur with you. 

The committee has been looking at this very carefully, and the 
emphasis should be on State/Federal ventures in the area of nurs- 
ing homes. We are doing a similar thrust in the area of cemeteries, 
on the committee, where there is a matching grant, an incentive 
grant provided, and the State comes in and then assumes at least 
partial responsibility. 

So, I think this aging committee, certainly the veterans affairs 
committee, concurs with you on that. 

You made several recommendations in your testimony, three rec- 
ommendations, and I would just like to touch on your first recom- 
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mendation in terms of providing Federal tax relief to those veter- 
ans or families of veterans who are willing to care for the veteran 
at home, home health care initiatives. 

The Congress is looking at that very carefully and, as a matter of 
fact, right now, there are at lpast two bills that would provide such 
assistance to the entire population, not just the veterans popula- 
tion, H.R. 468 and H.R 644 would provide a tax break, a credit in 
terms of 644, up to 30 percent of the cost incurred in actual credits, 
and I am a co-sponsor of those two bills, and I think that is a 
meaningful alternative to, and an incentive to, those people who 
might otherwise opt for nursing home care. 

So, the Congress is beginning to recognize that there are alterna- 
tives, and it is taking some meaningful action. As a matter of fact, 
as part of the tax reform bill, it is my hope that this kind of ven- 
ture will be attached to it, because I think it paves the way for 
future savings as well as providing for our elderly population. 

I also noticed that you suggested that we ban the 96 hour rule 
for home visitations. I would appreciate it if you would elaborate 
on that for the committee because I would be interested in looking 
at that in terms of possible legislation in this area. 

Dr. Friedman. I am sure that might have been confusing to some 
members of the audience also, but I do think that is a very critical 
issue. 

Proprietary nursing homes and State veteran nursing homes are 
reimbursed on a per diem basis whatever the rate may be, one for 
the proprietary, on for the State veteran home. 

If a member goes on an extended leave in excess of 96 hours, 97, 
98, 150, the home is not reimbursed for the days he is gone, dating 
back to the first day. In other words, if he is gone for 150 hours 
from the home, the State gets— the proprietary homes or the State 
home gets no reimbursement whatsoever. 

If, however, a member goes on a leave for 48 hours or 72 hours 
or 91 hours, it would be just for reimbursement purposes, just as if 
the veteran remains at the home. What it is doing then is a disin- 
centive for an administrator to permit an individual to take a long 
term vacation. 

I might suggest to you with our State veteran homes, we simply 
overlook it. We only get $17.05 from the VA and it is costing us 
$60, so the remainder of that — we will leave the $17.05 per day but 
will allow the individual back into the community. 

But your proprietary nursing homes, as you already heard, it is 
very difficult for the VA to place them to start with because of the 
cost reimbursement. Factor in a long-term vacation, it is another 
disincentive to, as the gentleman to my right stated, the quality of 
life for the individual. We should delay to the last moment getting 
these — having these members placed in homes, but once they are, 
it should not be a closed door. We should get them out as much as 
we can. 

Mr. Smith Do you suggest a ceiling on the number of days to be 
permitted? 

Dr. Frikdman. I think I would leave that to you. The ceiling, of 
course, to the clinicians in the field would be whatever Con- 
gress—— 
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Mr Smith In terms of the State homes that overlook the law, 
what is the average length of vacation or stay outside the home? 
Dr Friedman. Two weeks. 

Mr. Smith Two weeks. OK; I have a few more questions. 

First of all, I want to commend the task force for its work and 
just say to you that Jim and I and others, members of this delega- 
tion, are working very hard on behalf of the clinic. We certainly 
are open to any idea, as Dr. Leone had suggested, o/ utilization of 
existing facilities rather than just construction of a new site. 

The best pound for the buck, I think, is what we are looking for, 
and the better utilization and tying into local services, the better 
off the veteran will be in the long run. 

So, I certainly would concur with that. We do need that kind of 
backing for our efforts also. I had four meetings downstate with the 
administrator, Harry Walters, on this very proposal, and my inter- 
est dates back to 1982, when we were looking at the possibility of 
such a facility in Mercer County, and when the need became ap- 
parent after the medic suggestion that Ocean County would be the 
priority area, all of our focus shifted to placing it in northern 
Ocean County for such a facility. 

So, I want to thank you for that kind of support. It is crucial. In 
a phone conversation with Harry Walters about 2 weeks ago, he in- 
dicated to me that no decision had been made yet, but it is very- 
there is a great deal of interest being shown for the 1987 budget for 
such a facility So, it is still very much of a hot item, and I think, 
with your support here and this committee, we stand a very good 
chance of securing it. 

I do have one final question for Mr. Williams, and it really goes 
to the heart of why we need this facility, and that is the lack of 
utilization of either the Newark outpatient facility, which is too 
far, or of your VA facility in Philadelphia. 

Do you have any kind of statistics on the utilization rates for 
Ocean County, Atlantic County, and Cape May County? 

Mr. Williams. Yes, we do. I can get those for you. I will be glad 
to supply them to you. We keep it both for Philadelphia and East 
Orange, by county. So, we can probably get that information. 

Mr. Smith. If you could, we would make that part of the record. 

Mr Williams. I will be glad and try and get that for you. 

Mr. Smith. I appreciate that. Thank you 

Mr. Saxton. Thank you all very, very much. I think it is obvious 
that this is not only an important question, but a very interesting 
one that we could sit and talk about for a long time to come. Un- 
fortunately, we are now 3E -ninutes behind schedule. 

So, let me thank you again It was very good testimony. It has 
been a big help to us We certainly will be back in touch with you 
as time goes on, as we proceed with the reform of the system and 
projects related to it. 

Thank you 

Is someone here from Congressman Howard's office 9 [No re- 
sponse.] I understood somebody was going to be here to give testi- 
mony If not. we are going to proceed right along to Bart Fleming 
from HCFA. 

Mr Fleming is the associate administrator for the management 
and support «ervi<~'>s, Health Care Financing Administration, 
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which we call HCFA. We thank hin; for coming to bt with us this 
morning. I am sure that he has testimony that we will find very 
valuable. If you would like to proceed, we would appreciate it. 

STATEMENT OF HON. BARTLETT S. FLEMING, ASSOCIATE ADMIN- 
ISTRATOR FOR MANAGEMENT AND SUPPORT SERVICES 
HEALTH CARE FINANCING ADMINISTRATION; ACCOMPANIED 
BY TOM BURKE, SPECIAL ASSISTANT TO THE HCFA ADMINIS- 
TRATOR 

Mr. Fleming. Thank you very much. 

Mr. Chairman, I am delighted to be here for several reasons. 
First of all, I spent 2 of the best years of my life in New Jersey, 
and probably 6 months of the most difficult. Now, the 2 years of— 
the best 2 years were when my wife and I were stationed at Fort 
Dix, NJ, as second lieutenant in the military police corps, and the 
most difficult was when I was stationed at Fort Dix, NJ, as a pri- 
vate in basic training. And, so, this is sort of a nostalgic trip for us 
because it is really our first trip back to this area. We have made 
many trips to the Toms River area and the beaches, but, more im- 
portant, I am delighted to be here on behalf of the department and 
the Health Care Financing Administration. 

I do not think there is any set of issues that are more important 
to this administration than the health issues and, specifically, the 
health care issues as they relate to our elderly citizens. 

They are probably the most difficult set of issues politically. 
They— the focus of tliis administration has been high quality care, 
at the same time, bringing health care costs under control, and we 
are proud of th^ record. We have a long way to go yet, and I would 
like to talk just ior a few minutes about that, if I might. 

As you know, the Medicare Program was enacted in 1965 to pro- 
vide insurance or erage of hospitals, physicians, and other medical 
services for the elderly. This coverage was extended to the disabled 
individuals in 1973. Now, almost 13 percent of the people in the 
United States or close to 31 million individuals, are covered by 
Medicare. This year, Medicare will pay medical bills for over 20 
million beneficiaries. 

Medicare was originally designed as primarily acute care benefit 
because hospital costs and follow-up services necessary after a hos- 
pital stay posed the most serious financial consc quences to elderly 
individuals. However, the make-up of our country's population has 
evolved dramatically since Medicare first became law with signifi- 
cant implications for the present and future health care needs *or 
the elderly. 

A review of demographic trends indicates a significant potential 
for increased health services utilization by the elderly. Currently, 
there are about 28 million people over age 65, about 11 percent of 
our population. By the yea; 2030, the baby boom generation, will 
increase this proportion to 18 percent or about 56 million persons. 
In other words, by the year 2030, one in five persons will be elder- 
ly, twice the proportion today. In addition, the aging of the aged 
has significantly increased the demand for health care services, es- 
pecially long-term care services, in the last decade, and will contin- 
ue to do so well into the 21 century. For ex, mple, more than 20 
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percent of those over age 85 are in nursing homes, and those re- 
ceiving home health care received 5 times more services than the 
younger elderly. 

This decade, the portion of the population over age 74 will grow 
twice as fast as the general pcnulation in the younger elderly, and 
the younger elderly are betwe- ages 65 to 74 and the older elderly 
are the aging elderly over age 1 4, 75 or older. 

To assure that our senior citizens continue to receive the health 
care they need, we must, first, ensure that inflation in the health 
marketplace is contained to the point where it is no — where it no 
longer threatens the financial stability of Medicare, and other fed- 
erally supported health programs. When this administration took 
office, Medicare was rising at 19 percent a year. In the past year, 
that growth has declined to 6 percent. I believe Congressman 
Tauke referred to the inflation of health care over the past several 
years, overall health inflation at 16 percent, Medicare was outstrip- 
ping that by about 3 percentage points. 

This has been 

Mr. Saxton. Excuse me. Medicare costs are going up 19 percent 
a year? 

Mr. Fleming. Inflating at 19 percent a year for the overall medi- 
cal costs of 16 percent. 

This has been accomplished through reforms thet have resulted 
in an overall decrease in inflation throughout our economy, and 
through specific health care reforms designed to control costs while 
maintaining access to quality health care for our beneficiaries. 

The single most important improvement in the Medicare Pro- 
gram since its enactment has been the implementation of the pro- 
spective payment system for hospitals, somewhat similar to the 
system that had been in operation here in New Jersey. 

For oyer 17 years, hospitals were reimbursed on a reasonable 
cost basis, which failed to encourage efficiency, since we reim- 
bursed basically whatever costs were incurred. Under prospective 
payments with the amount of payments set in advance and based 
on the patient's diagnosis, hospitals which organize and provide 
services in a highly efficient and cost effective manner, are reward- 
ed. Over the long run, prospective payments should prove to be a 
valuable weapon in our battle to control the rise of health care 
costs while assuring adequate access and quality care to Medicare 
patients. 

As we move into the second half of fiscal year 1985 and the 
second year of the phase in from a blend of regional and hospital 
specific rates to a fully national prospective rate, we can take pride 
.n the smoothness of implementation to date. This success is a real 
tribute to the cooperation of hospitals, fiscal intermediaries, and 
other organizations which have worked so closely with this admin- 
istration in its efforts. A total of 5,405 or 81 percent of all Medicare 
certified hospitals are now on prospective payment, and about 83 
percent of all payments for in-patient hospital services in fiscal 
year 1985 have been made under the prospective payment system. 

Changes in hospital behavior to adjust to the new system have 
been positive. Reductions in length of stay have moderated to the 
amount of resources needed to provide routine care. There is also 
evidence o f a decr^se in ancillary services, and the development of 
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more cost-effective methods of providing services, including high 
technology procedures. Our monitoring of hospital behavior 
through peer review organizations indicates that beneficiaries are 
continuing to receive high quality care. 

It was believed that the prospective payment system would en- 
courage earlier discharges from hospitals, probably to other types 
of care, such as home health care. However, statistics from our 
monitoring of the system shows that discharges from hospitals to 
home health agencies have increased only slightly from 2.9 percent 
in January 1984 to 3.4 percent presently. 

We believe that the Medicare prospective payment system has 
contributed significantly to the decline in the growth rate of Medi- 
care Programs tha f I mentioned earlier and has prolonged the fi 
nancial viability of the Medicare Program. However, current analy- 
ses indicate that by the beginning of the next century, the Medi- 
care Program is going to again face a financial crisis. Clearly, alter- 
nate forms of health care delivery must be evaluated in terms of 
improving the cost-effective provisions of health care services to 
our increasingly elderly population. 

An important innovation in providing health care to Medicare 
beneficiaries is the recent change in Medicare's relationship with 
prepaid health plans. Medicare can now contract with competitive 
medical plans, what we call CMP's, the acronym, and health main- 
tenance organizations, HMOs, on a risk basis. We consider these 
contracts attractive for both beneficiaries and the Medicare Pro- 
gram. These plans offer our beneficiaries an alternative to the tra- 
ditional fee for service cost reimbursement system. Beneficiaries 
will be free to choose between what we believe will be an increas- 
ing numbor of HMO's and CMP's. Incentives to join these organiza- 
tions will be the additional benefit these plans choose to provide 
over the standard Medicare package. Most importantly, should 
Medicare beneficiaries, for whatever reason, become uncomfortable 
with their IIMO or CMP, they have the right to disenroll immedi- 
ately and rejoin the traditional fee for service Medicare system. 

We also have several significant demonstrations underlay to 
test some new dtHvery systems, and I understand that is one of the 
things that you are interested in talking about today. To improve 
our ability to target patients for whom expanded home health care 
services will truly substitute for institutional care. We are partici- 
pating wit! i the Department of Health and Human Services in the 
national channeling demonstration. The channeling demonstration 
is being conducted in 10 sites and is being designed to determine 
whether the long-term care needs of the elderly impaired persons 
can be met in a cos>effective way through a community based 
system of case assessment, care planning, and care management. 
The project combines innovative approaches to the organization 
and delivery of services, with broader service benefit packages. 

The channeling demonstration has used a more precise targeting 
instrument, which has been able to identify a very frail elderly 
population. I must say, however, after the first 6 months, prelimi- 
nary findings show that the number of patients from this group 
who enter institutions did not differ from that experienced by the 
control group, but this is early in that demonstration, and it is pos- 
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sible that as that demonstration matuies and continues in time, 
that we may see some differences. 

The demonstration is scheduled for completion in 1985, with a 
separate evaluation to be completed in 1986, and, of course, subse- 
quent reports thereon. 

The social health maintenance organization demonstration is 
now in the process of being implemented. The social HMO provides 
a broad range of acute and long-term care health and social serv- 
ices to voluntarily enroll the elderly persons for a fixed annual pre- 
paid capitation amount. Four sites, in Minneapolis, Portland, OR, 
Long Beach, CA, and Brooklyn, NY, arc now providing services. 
The social HMO demonstration will be conducted for 42 months 
and will be evaluated under a separate contract. We are also inves- 
tigating alternative payment mechanisms to provide positive finan- 
cial incentives for the more efficient operation of home health 
agencies. 

Last year, we awarded a contract for the development of a pro- 
spective payment demonstration for home health agencies to test 
the effects of various prospective payment methodologies or ex- 
penditures, the quality of health care and the operation of home 
health agencies. We anticipate testing one or more of these meth- 
odologies in demonstrations beginning later on this year, actually 
July 1, 1 believe, they are scheduled to begin. 

Finally, a contractor is working on the development of competi- 
tive bidding models for purchasing home health services. The com- 
petitive bidding models will be designed to use the marketplace to 
encourage the efficient delivery of home health services at the 
lowest available prices with no loss of quality. 

The contractor will examine such issues as the use and scope of 
the bidding system, the danger of monopolistic effects, the units of 
reimbursement, and the bid and price selection methods. Late this 
year, we plan on selecting up to three methods designed by the con- 
tractor for further development and possible testing. 

In conclusion, we recognize the critical need to assure the finan- 
cial integrity of the Medicare Program. To do this, we must contin- 
ue our efforts to assure appropriate utilization of health care serv- 
ices in the most cost-effective manner possible. Payment reforms 
and innovations in health services delivery certainly make signifi- 
cant contributions to controlling costs and we will continue to 
pursue additional mechanisms to improve our ability to reverse the 
escalation in health care costs which have jeopardized the retire- 
ment security of elderly Americans. 

So, that concludes my statement. I would be happy to try to 
answer your questions. 

Mr. Saxton. Thank you. I appreciate that very much. 

It seems to me that the concerns that we have and our constitu- 
ents have, with regard to health care, can be broken down into two 
very general categories; one is the cost of it and the other is the 
level of care that you are able to receive. 

There is a great deal of concern, for which you seem to allude to 
in your testimony, with regard to the level of or that, the type of 
care that is provided currently under the new DRG system, which 
certainly was put into place as a cost saver. There is at least a per- 
ception among beneficiaries of the Medicare Program that there is 
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or may be some kind of a problem with regard to the length of stay 
in the hospital, and the type of services provided by the hospital or 
the doctor. 

Is there a problem, in your view, with regard to that subject? 
And if you do see one, do you think that we need to do something 
to provide for a more flexible system? 

Mr. Fleming. Mr. Chairman, we do not detect any deterioration 
in the quality of health care. I really believe that the No. 1 concern 
of HCFA is that quality and access to care issue. We do not want to 
do anything that is going to disrupt that. 

This country has a history of providing the very finest in medical 
care for its citizens. What we want to try to do is ensure that that 
continues for decades to come, so that we do not end up triaging, 
much like England has to do, where government sits as a judge of 
who gets treatment and who does not. It is very clear that we had 
to bring costs under control. 

We do not detect any evidence that there is deterioration in the 
quality of health. Quite the contrary, we see soi^e evidences that 
the prospective payment system has encouraged an increase in the 
quality of care. 

I think you have to remember that when we talk about the qual- 
ity of health care under the old system, we talked about such 
things as overutilization, the prescription of additional services, un- 
needed services, even operations that were unnecessary. 

When we talk about quality of care, I think we have to talk 
about delivering exactly the care that is needed for the patient and 
the old incentives that were in place encouraged providers of 
health care to overutilize or overprescribe services. 

We see that diminishing. Besides that, we also see providers of 
care, hospitals, beginning to specialize in services, which we know, 
from research demonstrations, does increase the quality of care 
and the favorable outcome. 

Hospitals that have high degrees of— a high rate of delivery of a 
special service have much higher rates of outcome, positive rates of 
outcome in terms of discharge and mortality rates, much lower 
mortality rates, as a result of specializing and doing concentration 
of care, and we see that beginning to emerge. 

Mr. Saxton. Thank you. If there is anything that you can do to 
provide us with information relative to the exertion that, quality of 
health care may have actually increased under tht system, we 
would appreciate it. 

Mr. Fleming. May I add one thing to that, Mr. Chairman, that 
accompanying the prospective payment system has oeen the intro- 
duction of the peer review organization or the PRO, roughly one 
per State, which are responsible for the medical review of the 
system, and their mission is quality of care as well as cost control. 

Mr. Tauke. Thank you, Mr. Fleming, for your testimony. I have 
to tell you that while some of the studies may indicate that the 
quality of care has improved, there is a lot of suggestion to the con- 
trary in the second district of Iowa, and judging from the com- 
ments of my colleagues across the country, there is a lot of com- 
mentary in contrast to that throughout the Nation. 



ERIC 



5ii 



55 



It is difficult to reach conclusions from anecdotal evidence, and I 
do not want to jump to a conclusion on the basis of reports that I 
hear in town meetings, in letters that are written to me and so on. 

But, when the anecdotal evidence becomes fairly strong, it occurs 
to me that there is reason to believe there may be a problem. I do 
not see how the current system can present or, I should say, you 
can avoid having a problem under the current system because 
under the current system, all of the emphasis is on holding down 
the costs. 

There is no incentive to the hospital to provide a better quality 
of care, at least that I see in the system, and I do not know how 
the PRO operates in New Jersey, but in Iowa, it is very clear that 
the major emphasis of the PRO is to keep the doctor from admit- 
ting people to the hospital. 

There is no emphasis that I find or that my doctors find in en- 
couraging them or the hospitals to provide quality ot care. So, 
when I look at the system, and listen to what I hear from my con- 
stituents, it is difficult for me to conclude that there is any way 
that the system could be improving the quality of care. 

Now, tell me why I am wrong. 

Mr. Fleming. There is a lot in your statement and question. 
First of all, the system is designed to create incentives for the hos- 
pitals, for health care to deliver the quality of care, the kind of 
care that is needed at the time, that is needed. 

We see that patients are being discharged to home health and to 
SNF, to skilled nursing facilities, and we see that patients are 
being returned to their own homes for home care earlier than they 
were, but we do not see any incident of increase in admissions. 

Now, if this were true, if we were having wide-scale — wide-spread 
early discharges to the detriment of the patients, then accompany- 
ing that we would see readmission rates beginning to rise, because 
it would stand to reason that a sick patient released too early 
would have to be readmitted at some point. 

But, we do not see that. The readmission rates are running way 
under 2 percent. Something like 1.7 percent, within 7 days. 

Now, where we do get anecdotal evidence, we want to know that, 
because we can have and will have and do have our regional offices 
check that. We want to know the stories, the terror stories. We 
want to know the — along with the good testimonies of what has re- 
sulted from prospective payments, so we can check that out. 

So, it also gives us an idea of where to look statistically. If we see 
a certain kind of practice anecdotally, beginning — then we can 
begin to look at the statistics of that. 

Mr. Tauke. First of all, I agree that some changes had to be 
made, and let me emphasize that I think a lot of good has been ac- 
complished, but where in the system is there any incentive for the 
hospitals or the doctors to improve quality of care? 

Mr. Fleming. When I said your statement had a lot in it, that 
would be the other part. 

I think the system encourages the providers of health care to 
compete. It requires them to compete, and I believe that it is in 
competition that we are going to see that quality increase. It is in 
the competition to attract patients, to bring physicians — to encom- 
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age physicians to refer to hospitals the quality of care that is going 
to go up. 

I cannot imagine a hospital in a community providing a declin- 
ing level of care, and as that begins— as that— as the story of that 
begins to penetrate the community, that that hospital being able to 
continue to attract patients or doctors are willing to refer to it. In 
fact, quite the opposite. 

We have seen hospitals running marketing campaigns based on 
their record, based on their ability to provide increased and im- 
proved services. 

Mr. Tauke. This is not the place to get into a debate, but let me 
say to you that I disagree very strongly with that statement. 

First of all, the system attempts to establish monopolies, not 
competition in the community. If one hospital is offering a certain 
kind of service, the other hospitals cannot offer that service. We 
are attempting to avoid competition or duplication, as it is called 
under the law, through the certificate of need process in order to 
ensure that there is monopoly service. 

So, we are down playing competition and, in a lot of communi- 
ties, there is only one hospital, and even in communities where 
there are two hospitals, more and more, you see each hospital of- 
fering different services. 

So, there is reduced competition. Now, the doctor has the patient 
come to him, and the doctor knows that if he puts the patient in 
the hospital, and the bureaucracy determines that he should not 
have, that he is in trouble. But, there is nothing that causes him to 
be in trouble if he should have put the patient in the hospital and 
does not, you know. Then, he does not run into any trouble with 
the bureaucracy. 

The hospital knows that it is going to get a set amount of money 
for this kind of disease or whatever it is, procedure, that it is going 
to perform, and the hospital is not going to get any more money for 
doing a good job, it will not get any less money for doing a poor job, 
so the hospital is encouraged to cut corners in oider to save money, 
knowing it is going to get the same reimbursement. 

I think what I find puzzling about the system is that we are dis- 
couraging competition on the one hand, and, so, there is not that 
competitive — that competition that encourages quality, and, on the 
other hand, all of the incentives work against the quality of care, 
and in favor of holding down the costs, and we will talk about this, 
I am sure, often in the future, and this is not the time for a debate. 

But, I guess I just think that that has to be analyzed very care- 
fully by people in the Health Care Financing Administration and 
others as we attempt to figure out how to structure a system for 
the future. 

Mr. Fleming. We are extremely concerned that that not perhaps 
be the reality of the prospective payments, and in that, we are in 
agreement. We do not want that kind of circumstance. 

We do not believe, as we look at it, that that is the case. We do 
recognize that there is concern and because there is concern over 
that, we are watching very, very closely, and I know we will have 
conversations on it. 

Mr. Smith. Thank you very much, Mr Chairman. 
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Mr. Fleming, I am encouraged and I certainly construe by your 
statement that there is an increase in the quality of care. I know, 
in speaking to seniors in my district as well with physicians, they 
seem to indicate that that is their major fear, that there will be 
diminishment of the quality of care under the DRG system. 

Tom Tauke mentioned a moment ago one of the barometers cer- 
tainly are anecdotal stories. I have gotten a few of those via letters 
as well as conversations at town meetings. But, another one, it 
would seem to me, would be an increase in medical malpractice 
suits, and I was wondering if HCFA might have any statistics or 
whatever in terms of more medical malpractice suits being brought 
to bear. 

Mr. Fleming. Specifically, HFCA does not direct its attention 
specifically toward malpractice, but it is something that we are 
aware of as an issue, an ancillary issue. So, it is 

Mr. Smith. It certainly would give us an indication whether or 
not the quality has diminished and, of course, those cases take time 
to work their way through the courts, but if we 

Mr. Fleming. If we have that, I will provide it for the record. 
Yes, sir. 

Mr. Smith. I do have other questions. It has been reported at 
community based hospitals, especially small hospitals in rural 
areas, that are suffering under the DRG, rural hospitals report 
lower reimbursement rates as a result of the wage component of 
the prospective payment system. 

HCFA, it is my understanding, is in the process of promulgating 
regulations as part of the Deficit Reduction Act. Can you tell us, 
has that been done yet? 

Mr Fleming. The NPR, in notice of proposed rulemaking, is out. 
We are in the comment period, and the comment pericd closes in 
July, and then we would be coming out with a reg at the end of the 
summer. 

We are aware of the concerns of the rural hospitals. We are 
equally concerned about that. We do not believe that the regula- 
tion is going to generally penalize as a group rural hospitals. 

Mr. Smith. One other question. We all know that under part A 
of Medicare Part A, after a certain amount of stay within a hospi- 
tal, the patient is required to provide a copayment. It is my under- 
standing that at this point, home health care does not have a co- 
payment. I was wondering if HCFA or the administration have any 
plans of proposing that a copayment be provided. 

Mr. Fleming. Yes. There is a small copayment, which is the 
equivalent to 1 percent of the hospital deductible, of the inpatient 
deductible. It would amount, based on the average number of home 
health visits, to about $4 per visit, which comes out to about $20 
per year. 

Mr. Smith. OK. Thank you. Yield back the balance. 
Mr. Saxton. Mr. Fleming, thank you, and, like the last panel, we 
could have a lengthy conversation on this subject. Unfortunately, 
we do not have time this morning, but I do appreciate very, very 
much your traveling here to be with us this morning, this after- 
noon, I guess, by now, and your testimony— s^iU morning, I am 
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And, but, we do appreciate it. It has been very, very helpful, and 
we certainly will look forward to seeing you again in the future 
and talking about this subject. 

Mr. Fleming. Chairman Saxton, thank you very much. It has 
been my pleasure, gentlemen. 

Mr. Saxton. We are going to move right along We are running 
slightly behind. 

Our next panel is on home health care as an alternative. John 
Paul Marosy, executive director of the Home Health Assembly of 
New Jersey; Charles Kauffman, administrator, Ocean County 
Health Department; Patricia Hines, deputy director, Ocean County 
Board of Social Services; Sister Theresa Congroy, public health 
nurse, Ocean County. Also testifying on this panel is the past presi- 
dent of the New Jersey Medical Society, Dr. Alfred Alessi, and we 
are going to hear from Dr. Alessi first. 

Let me say that, unfortunately, our time schednle has been 
pretty much shot, and we are quite far behind. And, while we do 
not like to do this, I am afraid we are going to have to limit testi- 
mony to 5 minutes or we will not do all of the things thai we hoped 
to do today. There are a number of people who have come to testi- 
fy, so that in order to make time for everyone, somebody is going to 
let me know at 4 minutes and I will let you know that you have 1 
minute to summarize so that we can get through the initial testi- 
mony and go right into the questions and answers. 

Doctor. 

STATEMENT OF DR. ALFRED ALESSI, PAST PRESIDENT, NEW 
JERSEY MEDICAL SOCIETY, HACKENSACK, NJ 

Dr Airssi. Congressman Saxton pnd other Members of Congress, 
I want to thank you for the privilege of being able to discuss health 
care cost issues for the elderly. This is an explosive and a very com- 
plex issue, and I am sure it concerns everyone of us. 

Health care costs will be controlled, but my question is, what is 
the price of controlling the cost. I wonder how many of you person- 
ally know someone that has had coronary bypass surgery, someone 
that has had a premature infant that has been saved, someone who 
has been saved from cancer. I am sure that probably everyone of 
you will answer in the affirmative. They have been cured. 

I would point out to you that in 1950, these diseases were not 
being cured uniformly, and, at the present time, these diseases are 
being cured. All of these were failures of the past, but now we have 
survivors. Now, they quote to you that the gross national product 
has increased from 4.5 percent in the fifties to 10.5 percent at the 
present time. That is a lot of money. 

But, is it too much? I want to ask you, can you put a price on the 
health of your family? Can you put a price on the care that your 
individual children are getting? 

Now, at the present time, Government sets a price for any dis- 
ease that occurs, and the elderly, of course, are prone to diseases, 
and they have the high volume that occurs. 

Now, in the use of this system, we switch responsibility for the 
elderly. The elderly now cannot be left in the hospital as long as 
we as physicians feel that they should be left in the hospital, and 
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we have to discharge them And, the problem that we are up 
against is the health care facility for the elderly, after discharge 
from the hospital, is not adequate. They are certainly not adequate 
in our State at the present time. 

So that this is an issue that has to be resolved under the present 
PRO and DUG systems. 

Now, we have problems in the future. Transplant surgery is now 
here. Who will get the transplant surgery? It is costly, and society 
and Congress and society in general is going to have to decide these 
issues. 

At the present time, and I have been involved in the practice of 
surgery in this State for 40 years, I have also been involved in the 
DRG system since its inception; as yet know, the DRG system was 
started in New Jersey. 

Now, at the present time, there is 10 to 15 percent of the hospi- 
tals in New Jersey, at the present time, that are failing, and there 
is a threat that from 10 to 15 hospitals in New Jersey will have to 
fold up at the end of this year. When hospitals fail to balance their 
budgets, health care is certainly underlined. 

The administrators look at any new and innovative procedures 
that are suggested to them. They want to 1 now where the money is 
coming from, they want to know is it a type of treatment that is 
going to save money for the hospital, or is going to make money for 
the hospital. It is not being decided on the thing of quality of care 
and that medicine has to progress. 

Mr. Saxton. Doctor, you are at the 4-minute mark. 

Dr. Alessi. All right. Physicians at the present time are advo- 
cates for quality of care. We can tell you that it is our impression 
that the quality of care is being impaired in the State of New 
Jersey at the present time. 

We cannot admit people to the hospital unless we meet certain 
PRO criteria. We are being pressured to discharge people early. We 
are concerned about long-term care facilities being adequate. We 
are concerned about money being available for capitation in the 
hospitals. There is not enough under the system. 

Senator Durenberger has acknowledged this. There is not enough 
money in the system for medical education and there is not enough 
money in the system for new and innovative procedures. 

I think you have to realize that physicians under the firing line 
are the only advocates at the present time for quality of care, 
rather than just cost. 

Mr. Saxton. I understand you have to leave. 

Dr. Alessi. I can stay a little while longer. 

Mr. Saxton. All right. My two colleagues and I were interested 
in asking almost identical questions of the last witness, and it had 
to do with this same subject. 

He asserted that the quality of care has increased or has gotten 
better under the DRG system, and you iust told us that it did not. 

Other than the information that you have given us, do you have 
anything concrete that you can point to that we can take back to 
Washington to say here is what happened in this study or here is 
what happened in these specific cases? 

We need something, as Congressman Tauke pointed out. We are 
at town meetings. We talk to people on the street. We go to senior 
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citizen meetings In New Jersey, when I talk to people generally 
about health care, I hear negative comments in terms of the qual- 
ity of care that is currently being provided, as we just heard from 
you. 

I have yet to see any kind of documentation 

Dr. Alessi. Congressman, we physicians are practicing. We do 
not have time to accumulate statistics. It is a very complex issue. 
We do not have the money. We do not have the facilities to com- 
puterize statistics to give you. 

All I can report to you is that I have traveled all over the Nation 
talking on the DRG program I have traveled all over the State of 
New Jersey 

Mr. Saxton. Excuse me. I understand that, and I hear the same 
things that you are telling me. I am trying to be helpful. 

The New Jersey Medical Soc,ety, when I was in the State legisla- 
ture, provided us with reams of informatian on various stands and 
proposals that they took, and I am waiting for that type of informa- 
tion on this subject. 

Dr. Ale&si. Well, we have accumulated material, but in the 
limits of 5 minutes of time, I cannot present it to you, but we will 
see that your committee gets some concrete examples of what we 
are talking about. 

Mr. Saxton. That would be helpful and appreciated. I am sorry 
to have had to limit your time, but in the interests of this whole 
hearing, I guess that is what we will have to do. 

Tom, do you have anything? 

Mr. Tauke. You heard my comments earlier, so I will not reiter- 
ate those. But, you raised another issue, which I think is critically 
important for us to address, and that is this question of what per- 
cent of our wealth should we devote to health care, and I just— I 
get very skittish about Government deciding that question. 

For some people, the best quality of health care available is what 
they want, regardless of the cost and they will put 50 percent of 
their resources into it, if necessary. Others really do not care that 
much. I just, in my last 2 years, went through an experience where 
both my mother and her brother died of cancer. 

My mother wanted the best treatment. She wanted to give it 
every shot, you know, whatever it took, whatever pain had to be 
endured, she was willing to go through it because she wanted to 
take the chance. 

My uncle was just the opposite He said, you know, it is my time 
to die and just leave me alone, and he did not want to put all his 
money into health care. 

But, under the DRG system, every patient gets put into a slot, 
you know, and I just am bothered by that, and I would think the 
physicians would have a very difficult time trying to plug every- 
body into a slot, every patient into one of 435 slots or however 
many there are. 

Dr. Alessi. Yes. Patients with the same disease vary. No two pa- 
tients are alike. Different patients consume different resources, 
and their requirements are different. 

But, I have never had a patient come to me and say they want 
less. They want everything possibly done for their loved ones, and 
that is the problem with the system at the present time. Patients 
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are being put in slots, and we, as physicians, feel that individual 
patients require different things, and we do not have the leeway to 
do this at the present time. 
Mr. Tauke. Thank you, sir. 

Mr. Smith. Dr. Alessi, you heard my question before to Mr. 
Fleming regarding the potential increase in medical malpractice. 

Have you seen, among your colleagues, any increase in the inci- 
dence of malpractice suits? 

Dr. Alessi. Yes. You bring up a very important issue. There has 
been an increase in professional liability in the State of New 
Jersey, and we can document this statistically. 

When patients are put in an antagonistic attitude with their 
physicians, we try to-— we are pressured to discharge a patient 
early. Something happens, the physician is the one that is held re- 
sponsible. There has been an increase in professional liability in 
the State of New Jersey. 

At the present time, the obstetricians, for instance, have a pro- 
fessional liability insurance of $63,000. Neurosurgeons have some- 
thing like $78,000 to $80,000. We are not seeing some of these new 
specialties coming into the State because of the increase for profes- 
sional liability insurance. 

Mr. Smith. In a similar vein or parallel then, would you be sup- 
porting some of the congressional efforts to cap in some way the 
amount that a person could be awarded? 

Dr. Alessi. Yes. I think caps are an absolute necessity among 
other things that will have to be done. New York State, for in- 
stance, and I have met with the New York Sta^e people, they 
cannot get a neurosurgeon to go into New York State where the 
professional liability is a $193,000 a year. 

Mr. Smith. One final question, and T know you are pressed for 
time. 

You indicated a moment ago that between 10 to 15 percent of the 
hospitals in New Jersey are in the process of failing. Are those 
rural hospitals or inner-city hospitals, and do you forsee any 
changes in the regulations that HCFA will soon promulgate that 
could ameliorate that problem? 

Dr. Alessi. Yes The statistics that I gave you were obtained by 
our executive director from the Commissioner of Health's office. I 
do not have the breakdown of what type of hospitals it is, but, I 
think, at anytime, we have only 94 hospitals in the State of New 
Jersey, when we have 10 to 15 percent of the hospitals in financial 
jeopardy, I think that is a serious problem. 

Mr. Smith. OK. Thank you. And, if that could be provided for the 
record, we would certainly appreciate it. 

Dr. Alessi. Sure. Thank you. 

Mr. Saxton. OK. Doctor, all of our time has expired and we 
thank you very, very much for your testimony, and, as I would like 
to reiterate to you, anything that you can provide for us for the 
record relative to the position we should take on the level of care 
provided would be greatly appreciated. 

Dr. Alessi. Thank you for excusing me, Congressman. 

Mr. Saxton. OK. Can we proceed from whichever—from right to 
left, I guess. 
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STATEMENT OF JOHN PAUL MAROSY, EXECUTIVE DIRECTOR, 
HOME HEALTH AGENCY ASSEMBLY OF NEW JERSEY, INC., 
PRINCETON, NJ 

Mr. Marcosy. Thank you, Congressman Saxton, Congressman 
Smith, Congressman Tauke, for the opportunity to present infor- 
mation here today. I am John Paul Marosy, the executive director 
of the Home Health Assembly of New Jersey. We present over 100 
home health care providers and allied professionals from every 
part of the State. 

In 1983, our agency served 133,000 New Jerseyites of all ages. 
Persons over 65 years of age represented two-thirds of the total 
number of home health patients served, and persons over 75 years 
of age received over half of all home nursing visits in New Jersey. 

Mr. Chairman, there is a quiet crisis brewing behind the closed 
doors of homes of thousands of older New Jerseyites. The policies 
of the Federal health care financing administration are pushing an 
increasing number of frail, older people and their families into a 
no-care zone. This crisis has been quiet so far because those who 
are feeling the pain are those least capable of complaining. The 
low- and moderate-income older people. Most of them over 75 years 
old, who suffer from chronic diseases. They and their family mem- 
bers cannot get the home health care help they need unless they 
are willing to impoverish themselves and become eligible for Med- 
icaid. 

Even then, they face bureaucratic hurdles which many of them 
just cannot overcome. The frequent result is inappropriate place- 
ment in a nursing home where the older person is separated from 
family and robbed of human dignity. 

Ironically, the quiet crisis is hitting families in New Jersey, 
where we have been most successful in reducing the cost of hospi- 
tal care. We have reduced the length of stay in New Jersey, 
quicker and to a greater degree than in other States around the 
country. 

We have conducted two reports and I have attached the results 
of those reports to my testimony, which points out three major 
facts. 

1. Home health care agencies in New Jersey have the capability 
of caring for sicker people at home High-technology care, weekend 
care, evening care has expanded in the last 3 years. 

2. New Jersey 's prospective payment system for hospital care, 
which is based on DRG's, is resulting in shorter hospital stays. The 
average has dropped from 7.4 to 6.3 days. 

3. The Federal health care financing administration is pursuing 
policies which are strangling the home health agencies in redtape, 
and increasing administrative costs while they are restricting reim- 
bursement for Medicare home health benefits to the point where 
older Americans cannot obtain the health care that Congress has 
intended for them to receive. 

Seventy-two percent of the home health agencies responding to a 
survey this spring reported an increase in the number of cases 
where reimbursement was denied by Medicare for home health 
care. 
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The rate of increase in such denials exceeded over 100 percent, in 
some cases. HCFA has dramatically increased the amount of writ- 
ten documentation necessary from agencies for each claim submit- 
ted and has tightly restricted the types of cases where it will pay 
for home health care. 

Home health agencies have had to add clerical staff, buy copy 
machines, and require nursing supervisors to take time away from 
their nursing supervision and fill out more paper work. 

Our survey showed that these items added an average of $27,000 
in administrative costs to each agency which reported such added 
costs. So, who is being denied care? We have examples from 
throughout the State. 

I would like to cite one. A 79-year-old widow, retired school 
teacher, who lived with her three elderly sisters in Patterson, was 
one victim thrown into the no-care zone. The three sisters are over 
70 years old and were coping as best they could with their needs. 
She was diagnosed as having cancer of the left orbit, the socket of 
the eye, with wide incision lesions of the face and neck. 

She received service for 3 months before being hospitalized to 
have her right eye removed, secondary to widespread infection 
behind the eye. She requires daily nursing care at home after dis- 
charge. This care involved irrigation, dressing changes, treatment 
of facial tumors, which easily bled, monitoring of vital signs, pain 
control, and bowel control. 

She was weakening, she was bedbound and immobile. The visit- 
ing nurse agency involved provided the care, 7 days a week, from 
September through November 1984. The patient died in November. 

In March 1985, the visiting nurse agency received notification 
that the nursing visits provided in excess of five times per week 
were retroactively denied as of October 1, 1984. The agency could 
then either bill the sisters, who all lived on limited incomes, seek 
charity payments, or somehow absorb the cost of care. 

The numbers of these cases are increasing. I have brought an- 
other tragic example from Mercer County and one from Camden 
County. My colleagues here in Ocean County have seen the same 
kind of cases. The problem is we are discharging people earlier 
from hospitals 

Home health agencies can serve people in most cases, but Medi- 
care's reimbursement policy for home health care has not changed 
with the conditions of people being discharged from hospitals. 

Finally, we have several suggestions for actions that the Select 
Committee on Aging can take. 

Mr. Saxton. Excuse me. Can you summarize them? A, B, C. 

Mr. Marosy. OK. 

1. We suggest that the committee hold a congressional hearing to 
investigate how the home health care benefits under Medicare is 
being administered. 

2. We support enactment of Federal legislation to expand the 
Medicare home health benefits to include long-term care. Senator 
Bradley's bill, S. 788, is a good example 

3. In the Veterans' Administration, in 1983, the Veterans' Ad- 
ministration discontinued paying for home health aide visits for 
veterans. We feel that that should be reinstated so that veterans 
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are at least eligible Tor what the rest of the older population is eli- 
gible for under Medicare. 

Thank you very much for your attention. 

[The prepared statement of Mr. Marosy follows:] 

Prepared Statement of John Paul Marosy, Executive Director, Home Hlalth 
Agency Assembly of New Jersey, Inc , Toms River, NJ 

Members of the Select Committee on Aging, ladies and gentlemen, I am John 
Paul Marosy, Executive Director of the Home Health Agency Assembly of New 
Jersey, Inc , an organization which represents over one hundred home health care 
providers and allied professionals in the State of Ne^v Jersey. The Home Healtn 
Agency Assembly was founded eleven years ago ana is the leading voice of the home 
health care industry in the State of New Jersey We are proud of the hi^rh quality of 
care that home health agencies provide for New Jers?yites, and we appreciate this 
opportunity to share our insights with the Committee In 1983, certified home 
health agencies served 133,000 New Jerseyites of all ages Persons over 65 years of 
age represented over two-thirds of the total number of home health patients served 
and persons over 75 years of age received over half of all home nursing visits 

NOCARE ZONE 

Mr Chairman, there is a quite crisis brewing behind the closed doors of the 
homes of thousands of older New Jerseyites The policies of the federal Health Care 
financing Administration are pushing an increasing number of frail older people, 
into a No-Care Zone This crisis has been quiet, so far, because those who are feeling 
the pain are those least capable of complaining- low and moderate income older 
people, most of them over seventy-five years old, who suffer from chronic diseases. 
They are their family members cannot get the home health care help they need 
unless they are willing to impoverish themselves Even then, they face a series of 
bureaucratic hurdles that many cannot overcome The frequent result is inappropri- 
ate placement in a nursing home, where the older person is separated from family 
and robbed of human dignity 

Ironically, this quiet crisis is hitting families in New Jersey with extra harshness 
precisely because our efforts to control the cost of hospital care are succeeding so 
well. We have conducted two studies (which I have attached to this testimony) 
which detail the reasons for so many families falling into the No-Care Zone Three 
facts emerge which deserve the attention of the Congress and of New Jersey State 
Government. 

First Home health care agencies have the capability of caring for sicker patients 
at home Over the past three years, many agenci _s have added weeke *d and 
evening coverage, and over two-thirds of the agencies in New Jersey now Onor types 
of high technology care that, just a few years ago, could be offered only in a hospital 
setting 

Second New Jersey's prospective payment system for hospital care, which is 
based on Diagnostically Related Groups (DRG's), is resulting in shorter hospital 
stays for older patients Since New Jersey began its DRG system in 1980, the aver- 
age length of stay has dropped from 7 43 days to 6 39 days 

Third The federal Health Care Financing Administration is pursuing policies 
which are strangling home health care agencies n red tape, increasing administr* 
tive costs, and restricting reimbursement for Medicare home health benefits to the 
point where older Americans cannot obtain the help that Congress has intended for 
them to receive 

"RED" TAPE COST $27,000 PER AGENCY 

Seventy-two percent of the home health agencies responding to a survey conduct- 
ed by the Home Health Agency Assembly this Spring reported an increase in deni- 
als over the past six months The rate of increase exceeded over 100% in some 
cases The Health Care Financing Administration has dramatically increased the 
amount of written documentation necessary from agencies for each claim submitted 
and has tightly restricted the types of cases where it will pay for home health care 
Home Health agencies have had to add clerical staff, buy copy machines and re- 
quire nursing supervisors to spend more time doing paperwork to meet documenta- 
tion requirements The survey showed that these items added an average of $27,u00 
in administrative cosUto each agency which reported such added costs 
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Who is being denied care 9 A 79 year old widowed, retired school teacher who lived 
with her three elderly sisters in Patterson was one victim thrown into t^ p No Care 
Zone The three sisters are over seventy years old anH were coping as best they 
could with her needs She was diagnosed as having canct of the left orbit with wide 
excision lesions of the face and neck. She received service for three months before 
being hospitalized to have her right eye removed, secondary to widespread infection 
behind the eye. She required daily nursing care at home after discharge. This care 
involved irrigations, dressing changes, treatment of facial tumors (which easily 
bled), monitoring of vital signs, pain control, bowel control. She was weakening, bed- 
bound and immobile The visiting nurse agency involved provided the care, seven 
days a week, from September through November, 1984 The patient died in Novem- 
ber In March 1985, the visiting nurse agency received notification that the nursing 
visits provided in excess of five times per week were retroactvely denied as of Octo- 
ber 1, 1984 The agency could then either bill the sisters (who all live on limited 
incomes), seek charity payments or, somehow, absorb the cost of care I brought an- 
other tragic case example from Trenton with me and have attached it herewith 

As the number of persons over 65 continues to climb, these policies of the Health 
Care Financing Administration are transforming the already difficult job of the vis- 
iting nurse into an impossible task 

ACTION NEEDED NOW 

The crisis in family care of the aged should not be "quiet" for much longer. We in 
the home health care industry urge the Select Committee on Aging to continue your 
efforts to bring this crisis to public attention. We would support the following ac- 
tions 

1 A full scale congressional hearing should be held to investigate the action of 
the Health Care Financing Administration (HCFA) in its management of the home 
health care benefit under Medicare Specifically, HCFA should be requited to justify 
the recent tightening of eligibility of the home health benefit and to explain the 
reasoning behind its burdensome paperwork requirements, 

2. Enactment of federal legislation to expand Medicare home health care benefits 
to include long term home care for those with chronic illnesses Senate bill # S788, 
the Senior Citizen Independent Community Care Act, submitted by Senator Bill 
Bradley, would achieve this purpose 

3 Whoever wins the election for Governor of the State of New Jersey this Novem- 
ber should address the crisis in family care ' " 4llp aged as a top priority The Home 
Health Agency Assembly of New Jersey has developed a concept paper which out- 
lines a cost effective plan for cooperation between state government and local pri- 
vate groups to assist families m their labor of love 

The No-Care Zone is growing 

The time to stop its growth is now 

REFERENCES 

1 Marosy, JP, Testimony Before the Forum on Alternative Reimbursement Sys- 
tems, for Home Care " National Association for Home Care, Washington, DC, 1985 

2 "Summary of Claims Denial and Waiver of Liability Survey," Home Health 
Agency Assembly of New Jersey, Princeton, NJ 1985 

3 "1983 Home Health Data— Home Health Agencies in New Jersey," Home 
Health Agency Assembly of New Jersey, Princeton, NJ, 1985 

ATTACHMENTS 

Case Example # 1— Paterson, NJ, Passaic Valley Hospice 

Case Example #2— Trenton, NJ, Visiting Nurse Association of Trenton 

Case Example #3— Camden County, NJ CHANS 

CASE EXAMPLE NO 1, PASSAIC VALLEY HOSPICE, WAYNE, NJ 

Seventy nine year old widowed, retired school teacner living with 3 elderly sisters 
(all over 70 years old) 

Diagnosis Cancer of the right orbit with wide excision lesions of face and neck 
Patient was on service June 26. 1984 through August 27, 1984 when she was hos- 
pitalized to have the right eye removed secondary to widespread infection behind 
the eye 

Patent readmitted on September 11, 1984 and died November 17, 1984 
During this time, the patient required daily irrigations and dressings to the right 
orbit and facial area secondary to copious odorous drainage, pain and rapid tumor 
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spread The 3 sisters were unble to do this dressing and there were no available 
friends or relatives willing to do same There was one occasion that required an ad- 
ditional nursing visit when the patient had an episode of bleeding that was difficult 
to stop The patient had extensive rapidly growing facial tumors that also required 
care and treatment on a daily basis As patient deteriorated, a home health aide 
was placed for bathing, dressing, positioning, and feeding The sisters assisted and 
provided as much care as they could but were unable to provide all care the patient 
required Nursing care involved irrigations, dressing changes, treatment of facial 
tumors (which easily bled), monitoring of disease progression, vital signs control, 
bowel control, ongoing instruction and demonstration of care for a gradually, weak- 
emng bed bound, immobile patient, and later, catheter insertion and instruction of 
care 

On March 18, 1985, we were notified that nursing visits over five times per week 
were denied as of October 1, 1984 

CASE EXAMPLE NO 2A AND NO 2B, TRENTON VISITING NURSE ASSOCIATION 

N„ 2A is an 82 year old client who developed a tumor on the spinal column The 
tumor was removed, but she is now partially paralyzed She therefore spends a 
great deal of time in a wheelchair She was referred to the agency for skilled nurs- 
ing care to dress a large open wound on her lower back Because of the depth of the 
wound, and the amount jf drainage, our nursing staff visited two times per day to 
attend to, clean, and dross it She also has the assistance of a home health aide two 
times per we* "t The wound has now improved to a point where dressings can be 
changed one time per day However, because daily care is not "Intermittent", even 
the once daily treatments will not be covered by Prudential for very much longer. 
The intermediary assumes that family, friends, or neighbors can learn such care 
thus decreasing the client's dependence on paid nursing service However, Mrs lives 
alone and does not have family in the area, or friends who can do the care Thus, 
she may need to go into a nursing home simply because her Medicare benefits do 
not cover her care at home This woman is independent and proud of her ability to 
remain at home in spite of her physical limitations To remove her from her home 
and community because her care does not fit arbitrary requirements is indeed 
tragic 

No 2B [deleted] is an 81 year old paraplegic with a neurogenic bladder and decu- 
bitus ulcers She was referred to the VNA in January of 1984 for care of a large 
decubitus ulcer and care of a foley catheter Since then she has been hospitalized 
two times for skin grafts to her sacral decubitus ulcers Her last skin surgery was in 
March of this year 

[Deleted] is dependent on a home health aide and a visiting nurse to provide per- 
ponal care, skin care and foley catheter care She gets out of bed only when help is 
available and with the use of a hover lift Daily skin care is essential to prevent the 
need for further skin surgery and hospitalization Under Medicare, she receives a 
home health aide only three times a week [Deleted] husband expired in April of 
1985 and since then she has lived alone. Her family assists her on weekends but 
work full time and are limited on what they can do during the week. She is finan- 
cially unable to hire additional services and does not qualify for Medicaid 

CASE EXAMPLE NO 3 CAMDEN COUNTY COMMUNITY HEALTH AND NURSING SERVICES OF 
GREATER CAMDEN COUNTY, INC (CHANS) 

The following patient demonstrates that, while a community may have in place 
other supportive services to supposedly take care of patients after their Medicare 
benefits run out, there really is a gap in the service "net" 

Mr D B , age 77, resides in Camden County. His wife, recently deceased, was 70 
last year The Community Health and Nursing Services of Greater Camden County, 
Inc served Mr D B seven months last year. He has cancer of the prostate, which 
has spread to his bones and lung; he has angina and coronary insufficiency; and he 
has multiple sclerosis He is wheelchair bound at home From February to Septem- 
ber, Mr DB received numerous intermittent nursing visits to monitor pain and his 
cardiac problems, as well as physiotherapy to give hime some degree of ambulatory 
prowess, if possible Medicare covered these visits. His wife had cancer and was de- 
bilitated and could not care for her husband; so the agency also sent in an aide two 
hours a day three days a week The wife's cancer was not considered acute; and she 
received no Medicare help for herself at that time. 

Mr D B s condition "plateaued" by Medicare standards of rehabilitation by Sep- 
tember The Medicare visits were terminated, but he still needed personal care The 
agency first was able to utilize the Senior Citizens United Community Services 
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"homemaker" service, bui that program only gives care for a one month period 
Meanwhile, the agency applied for care for Mr DP from the Demonstration 
Project for the frail elderly at risk population under the Camden County Board of 
Social Services This program selects recipients on a random basis, through a com- 
puter, not based on need, and Mr D B was not lucky He was not selected for care 
Finally, the agency applied for care for him under Title XX But there is such a 
demand for this service in Camden County, that he can only receive a homemaker 
one day a week 

The agency is concerned about Mr D B He obviously needs more personal care 
than one day a week But there is no program in place to help him When the nurse 
explains to him that there is no care available under current standards to meet his 
needs, the patient is totally demoralized He hates himself for growing old His only 
option is to pay privately, to use up all his resources until he is pauperized and be- 
comes Medicaid eligible 

SUMMARY OF CLAIMS DENIALS AND WAIVER OK LIABILITY SURVEY 

Completed surveys were received from 36 home health agencies, representing all 
agency auspices— 13 public, 14 free-standing, 7 hospital-based, 1 proprietary, and 1 
combined public/free-standirg Agency size, as measured ty volume of Medicare 
visits, was representative of agency distribution statewide Ot the 36 responding 
agencies, 3*2 used Prudential as their fiscal intermediary, 2 used Blue Cross of New 
Jersey, one used Blue Cross of Michigan, and one no answer 

MAGNITUDE OF PROBLEM 

It is apparent form the survey responses that home health agencies in New Jersey 
have experienced an unusual and alarming increase in loss of waiver of liability and 
claims denials in the past year (since January, 1984) Fourteen agencies (39%) re- 
ported loss of waiver of liability Moreover, 2(> (72%) report an increase in denials 
over the past six months, as compared to the same period, one year ago The rate of 
increase in claim denials varied from under 10% to over 100% 

DENIAL AREAS 

Most agencies who experienced an increase in denials were able to identify par- 
ticular service p'?..is for which more denials ».ere found than others Home health 
aide, physical therapy, daily nursing and medical social work were the most fre- 
quently reported denial services 

Sixteen agencies cited denials for home health aide service in excess of 3 days/2 
hrs per week Fourteen agencies experienced denials for PT (and other therapies), 
usually in expended rehabilitation situations Daily nursing, especially for wound 
care requiring daily dressing change, was identified by 10 agencies Social work de- 
nials were reported by 9 agencies Denials for aide and nursing services deemed 
'maintenance' as opposed to 'skilled* was described by three agencies Other report- 
ed denials included visits for Vitamin B 12 injections, denials on 'homebound' 
status, and denials for nursing visits close to discharge 

added costs 

While the costs associated with denials and waiver of liability are insidious and 
difficult to quantify, a significant number of agencies were able to identify specific 
cost increases direct lv related to these activities 

ADDITIONAL STAFF 

Nineteen agencies reported the hiring of K3 FTE nurses and 12 4 clerical staff 
specifically to deal with increased record review, documentation, and reporting ac- 
tivities resulting from denials A total cost of $330,240-$ 177.075, nursing. $153,149. 
clerical —was incurred bv the 19 agencies, or an average of $17,381 O.i per agency 

overtime 

Twelve agencies stated that they definitely had incurred overtime expenses in sat- 
isfying the documentation requests of their fiscal intermediary The average over- 
time cost of the agencies who had broken out this expense was $7,000 
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COPYING EQUIPMENT AND SUPPLIES 

In most cases, copying and materials expenses refer to the per unit increases 
brought about by the additional documentation requirements However, five agen- 
cies reported that the extra demand overloaded their copier capacity and they had 
to purchase a new copier Nineteen agencies identified either per unit, supplies, or 
equipment costs directly related to increased regulations for documentation Total 
reported costs were $61,327 or an average of $3,227 74 per agency 

Based on these reported costs, the average agency incurred expenses of $27,608 79 
in responding to fiscal intermediary claim denials 

Additional staff, $17,3*1 05, Overtime, $7,000, Copying/materials, $3,227 74, total, 
$27,608 79 

OTHER COSTS 

Many survey responded pointed out that the most important cost of excessive 
documentation is calculated not in dollars and cents but in quality of care Exces- 
sive documentation requirements reduce the time available f or patient visits and 
staff supervision which are the guarantees of quality service Likewise, the time and 
energ> of administrators is distracted from creative activities by paperwork de- 
mands, to the ultimate detriment of the home care patient 

i 

EXECUTIVE SUMMARY — 1°83 HOME HEALTH DATA 

This report presents comprehensive data describing the certified nome health 
agencies in New Jersey in 1983 Home health data from the four year period be- 
tween 1980 and 1983 are also reviewed for trends in agency characteristics and serv- 
ice The data reflect a growing and expanding industry 

GROWTH IN HOME HEALTH ADMISSION 

Admissions to home health agencies increased from 90,000 in 1980 to 133,000 in 
1983 — a growth of 48% over the four year period 

GROWTH IN AGFNCY AUSPICE FOLLOWS NATIONAL TRENDS 

Between 1980 and 1984 in New Jersey, one municipal home health agency was 
closed and five new home health agencies were certified Of the five new agencies, 
one is a hospital-based agency, one is a not-for-profit community agency, and three 
are proprietary (for-profit) agencies The total number of agencies increased from 47 
to 52— an eleven percent increase over the five year period The distribution of new 
agency types is consistent with national trends, which show an increase of agencies 
in the proprietary sector and a decline in government sponsored agencies, with hos- 
pital-based and voluntary community agencies maintaining their market share 

EXPANSION OF HOURS OF OPERATION 

The trend to expanded hours of operation— both business hours and service 
hours— is the most striking change in agency operations in recent years Most agen- 
cies (82%) schedule admiosions and visits seven days per week, and virtually all 
agencies prov.de emergency phone and referral service around the clock Four years 
ago, only 66% of the agencies offered evening and weekend coverage 

CLIENT REFERRAL SOURCES 

Hospitals are the major source of referrals to home care, representing 67 % 0 f all 
referrals Between 1980 and 1981, the percentage of referrals from hospitals in- 
creased from 61% to (5!)9fr However, since 1981, hospital referrals, as a percentage 
of all referrals, have remained constant 

AGE DISTRIBUTION 

The elderly are the most frequent users of home health care Persons over 65 
make up 68% of all nursing patients and 78% of all nursing visits As the popula- 
tion ages, the demand for home health care will increase proportionally Based on 
current use rates and population projections lor the year 2000, we can estimate a 
27% increase in home health clients by the end of the century— a growth rate of 
approximately one and half percent per year 
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PAYMENT SOURCES 



Home health services are paid for predominant^ bv Medicare and Medicaid Med- 
icare is the source of pavment for bX 0 } of nursing' patients and 72^ of nursing 
visits 



In 1983, the average charges for professional visits ranged from $42 to $48 Home 
health aide charges were $11 12 per hour or $32 29 for a 29 hour visit The differ- 
ences between nigh and low charges among the agencies are significant Differences 
among different geographic sections of the state are minimal 



An average home health client receives a combination of nineteen nursing, ther- 
apy, and/or home health aide visits over his/her period of service The average cost 
per case is approximately $690 

Copies of the full report, "1983 Home Health Data— Home Health Agencies In 
New Jersey" by Marietta Taylor, are available at $10 00 per copy from the Home 
Health Agenc> Assembly of New Jersey, Inc , Center for Health Affairs, CN-1, 760 
Alexander Road, Princeton, NJ 08540 609-452-8855 

Prepared Statement of John Paul Marosy, Executive Director, Home Health 
Agency Assembly of New Jersey, Inc 

Senator Moss, distinguished members of the panel, ladies and gentlemen I am 
John Paul Marosy, Executive Director of the Home Health Agency Assembly of 
New Jersey, Inc , an organization which represents 51 of the 54 certified home 
health agencies in the state of New Jersey The Home Health Agency Assembly was 
founded eleven years ago and is the leading voice of the home health care industry 
in the state of New Jersey. We are proud of the high quality of care that home 
health agencies provide for New Jerseyans. In addition, we are proud of the leader- 
ship that our Governor, Tom Kean, and the members of New Jersey's Congressional 
delegation, in particular Senator Bill Bradley, have displayed in seeking to assure 
access to home health care for the millions of Americans who need this help to 
remain in the dignity and comfort of their own homes 

In 1980, New Jersey became the first state in the nation to implement a prospec- 
tive pricing system for hospital care, based on diagnostically related groups (DRG's) 
We have closely monitored the impact of this method of paying for hospital care on 
the home health care industry in New Jeisey 

A data report by our organization that was just published documents three impor- 
tant facts 

1 The DRG system in New Jersey has increased the number of hospital referrals 
to home health care 

2 Home heath agencies have greatly increased their provision of high technology 
care in the home in order to respond to the earlier discharges, and 

3 Home health a/encies have expanded their hours of operation to meet hospital 
discharge requirements 

In the remainder o, r my testimony, I will describe New Jersey's DRG system, 
report our data findings, and point out what we see as contradictions in cuirent 
health care policy *hich are preventing home health agencies from providing care 
to those in need 



In 1980 New Jers* • established a system of prospective payment for hospital care, 
based on DRG s. under a federal Medicare waiver contract The Department of 
Health and Human Services recently approved extension of the waiver through 
1987 The New Jersey system differs from the federal Medicare prospective pricing 
system in several important ways. First, it covers all third party payers, whereas 
the federal system covers Medicare only, Second, the New Jersey system covers all 
uncompensated care and the federal system does not; Third, rates are hospital-spe- 
cific in New Jersey, Fourth, there are deliberate, due process appeals mechanisms 
which are more open than those in the federal system, Fifth, because New Jersey's 
system covers all payers, the DRG rates are set to reflect as closely as possible the 
resources consumed in each DRG by typical acute care hospital inpatients Conse- 
quently, New Jersey has a much higher percentage of outliers (cases whose costs 
either exceeded or were significantly less than the DRG rate per case) The state felt 



charges per visit 



AVERAGE COST PER CASE 



NEW JKK^EY'S SYSTEM OF PROSPECTIVE PRICING FOR HOSPITAL CARK 
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that by removing atypical hospital inpatients from the average rate structure, qual- 
ity would not be compromised Sixth, outpatients are not excluded from the New 
Jersey system They are billed on a fee per visit 1 

It is important to note these six differences from the federal system, since they 
have a direct bearing on the incentives which dictate length of stay for hospital pa- 
tients and the circumstances surrounding discharge planning for home health care 

IMPACT OF NEW JERSEY S DRG SYSTEM ON HOME HEALTH AGENCIES 

New Jerseys hospitals were phased into the DRG system over a three year 
period 1980, 1981 and 1982 According to the New Jersey Health Department the 
average length of stay in 1979 (pre-DRG) for the seven most common types of li- 
censed hospital beds was 7 43 days, this figure dropped to 7 0 days in 1982 and de- 
creased farther, to H 39 days in 1983 2 By comparison, the Department of Health and 
Human Services reports a reduction in average length of stay in the Medicare pro- 
gram from 9 5 days to 7 5 days after the first full year of the federal prospective 
payment system 3 Clearly, prospective payment results in earlier hospital dis- 
charges 

In a data report, compiled in cooperation with the New Jersey Department of 
Health, the Home Health \gency Assembly of New Jersey found that the number 
of admissions to home health agencies from hospitals jumped from 61'7r to 68% of 
total admissions between 1980 and 1981, the first year of phase-in for the DRG 
system in New Jersey Since 1981, hospital referrals have remained a constant 67% 
of total admissions for home health care We assume that this increase during the 
first year of phase-in reflects the adaptation to DRG's by all hospitals in the state, 
in anticipation of their being phased-in The net impact of the DRG system is an 
increase of 8>000 admissions to home health care in 1983 There were a total of 
133.000 persons served by home health agencies in New Jersey in 1983 

Over the same four year period during which the average length of stay steadily 
dropped, the number of high technology services offered by home health agencies 
grew dramatically We lack good baseline data because in the early 1980's high tech- 
nology home care services were in such an early stage of development that they 
were not included in the data questionnaire check-off list However, according to 
1983 data, the following services were offered by a significant number of home 
health agencies 



TABLE 1 —TYPES OF PROGRAMS AVAILABLE (1983) 



Percent 



Home catheter care 1 50 98 0 

Tracheostomy care 1 45 88 0 

Intravenous therapy ?p 5] q 

Respiratory therapy (MIA respcator) 1/ 330 

Chemotherapy 13 255 

1 Othflpr ca f e and tracheotomy care are standa'd prorerfure' and i! percen' n! New k -.e> hc"v ritai?" ape"ce> oftpf "xrr.e knrt ,t high 
technology service such as intravenous tterapy or chemotherapy 

The growth in high technology services experienced over the period paralleling 
the DRG implementation years suggests a relationship between the two events, ex- 
plained by the introduction of more acutely ill patients into the home health care 
setting 

The trend to expanded hours of operation— both business hours and service 
hours is the most striking change in home health agency operations since the im- 
plementation of the DRG system 4 82^ of home health agencies in New Jersey 
schedule admissions and visits seven days per week, and virtually all agencies pro- 
vide emergency phone and referral service around the clock Four years ago, only 
(>(>^ of the agencies offered evening and weekend coverage 

POLICY CONTRADICTIONS THWART EFFECTIVE USE OF HOME HEALTH CARE 

Home health agencies in New Jersey have responded to the needs of patients 
being discharged earlier, due to DRG's However, agencies throughout the state 
report that they are thwarted in their efforts to develop appropriate plans of care 
by Medicare's definition of intermittent care and be gaps in private insurance cover- 
age for high technology home health care services 
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Federal policy contradicts itself While the prospective payment system for Medi- 
care hospital care is intended to reduce institutional care costs by reducing length 
of stay, Medicare home health policy guidelines require Fiscal Intermediaries to 
apply increasingly restrictive criteria in claims reviews Patients who need high- 
tech care at home often require a daily nursing visit to supervise that care Current- 
ly, such daily visits are frequently interpreted as not meeting the "intermittent" 
care requirement, and are, therefore, unreimbursable 

The "intermittent" care requirement was promulgated in the 1960's at a time 
when the types of high tech home care now available were not even anticipated as 
possible in the home setting. In the 1980's, this policy is myopic and contradicts ef- 
forts to contain health care costs. Why will Medicare pay for needed nursing serv- 
ices in support of high technology care in the hospital or nursing home, often at 
double or triple the cost, but not at home 7 

Private insurers have some catching up to do, too. Most policies lack home health 
care coverage, or pay for only a portion of the cost of care, rather than the 100% 
coverage of most procedures performed in an institution This is a clear disincentive 
to use of less costly home health services for the post-acute patient. 

In conclusion, we believe that the experience of home health agencies in New 
Jersey since the implementation of prospective payment for hospital care shows 
that it is high time for Congress and the business community to re-shape health 
care policies to remove this wasteful and inhumane policy contradiction The 
number of persons falling into the "No Care Zone" is increasing The problem needs 
to be addressed now 



1 Faith D Goldschmidt, Health Planning and Resource Development, New Jersey 
Department of Health, in a letter to "Modern Healthcare," August, 1984 

2 "Health Data Summaries for 1979, 1980, 1981, 1982 and 1983," New Jersey De- 
partment of Health 

3 "Medicare Limits Make Hospitals Careful on Costs," The New York Times, 
August 2i\, 1984, p 1 

4 Taylor, M, "198,3 Home Health Data— Home Health Agencies in New Jersey," 
Home Health Agency Assembly of New Jersey, Inc , "Princeton, NJ, March 1985 

Mr. Saxton. Thank you very much. 
Mr. Kauffman. 

Mr. Kauffman I would like to thank the committee on behalf of 
the residents of Ocean County for holding this hearing here. 
Mr. Saxton. Would you identify your position? 

STATEMENT OF CHARLES I. KAUFFMAN, JR., PUBLIC 1 HEALTH CO- 
ORDINATOR, OCEAN COUNTY HEALTH DEPARTMENT, TOMS 
RIVER. NJ 

Mr, Kauffmar. Yes. I am the health administrator of the Ocean 
County Health Department. 

Ocean County has been peculiar in that in the last two decades, 
especially in its aging population, the total population has signifi- 
cantly increased to the point that 27 percent of our total county 
population is now over the age of 60. That is over 90,000 seniors. 
Ocean County is also unique in that approximately 60 percent of 
the aged population reside in 40 retirement communities, which 
then does not lend the family support that you would have in the 
normal family situation. 

With this history in mind, you must view the growth of the pro- 
grams provided or supported through the governing bodies of 
Ocean County. The programs that have been provided are through 
the Office on Aging, the Ocean County Department of Human 
Services, the Mental Health Program, the Ocean County Board of 
Social Services, and the Ocean County Board of Health. 



Thank you 
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Also, as health officer of the county of Ocean and the director of 
the health department, I have had firsthand knowledge of the need 
to find alternative solutions to the institutionalization of our grow- 
ing aging population. 

One of the major reasons is that there has been a deficit in hos- 
pital beds, nursing homes, and other institutional facilities here in 
Ocean County for the last 20 years. 

Ocean County has supplemented State and Federal programs by 
purchasing homemaker services for the medically indigent or the 
partially indigent patients. This has been to the tune of $750,000 to 
$1 million a year for homemaker services. These are patients not 
qualifying for other social or welfare programs. This supplementa- 
tion has been a mainstay of the home health program, allowing the 
aged to cope with their problems and survive in spite of the lack of 
facilities during this period. 

It should be recognized by now that health— home health care 
may be more expensive than institutionalization for some people, 
not, therefore, appropriate for all patients. 

I would also like to bring out at this time that HMO's are not an 
option or available for Ocean County residents et this time. So, 
even though the HCFA representative did talk about it, it is not 
available here in Ocean County. 

There has been some pilot programs initiated by the the inability 
to either pay privately and the inability of the Medicare Program 
to offer services for the aged population with chronic or supportive 
nonmedical needs This must be addressed and changed. 

I think everybody recognizes that Medicare had a problem with 
its inability to provide services and contain costs. However, HCFA 
and third-party payors have unilaterally decided to change services 
that have been covered or indirectly reduced by changing pay- 
ments to providers, and especially in the home health care field. 

This will continue to prevent, if not control, services from being 
delivered to the patients that should be provided or that is medical- 
ly needed. I have attached and made part of the record a request 
from the Ocean County Advisory Committee of the Board of Health 
to investigate the reduction in denial of medical health care serv- 
ices under these newly instituted restrictions. 

It is a fact that the efforts to reduce Medicare costs has reduced 
the length of hospital stays, requiring earlier and sicker persons- 
earlier discharge and sicker persors entering into the home care 
system 

I would like to tell you that the home health care industry has 
responded by accepting these patients into services, to later be 
denied payment for such services. 

I would like to also say that there has been times when we have 
requested payment for skilled services that were needed on a daily 
basis only to be told by the fiscal intermediary that continuous 
daily visits for skilled care for changing dressings would be denied 
if continued for an extended period of time, maybe over 3 weeks as 
an inappropriate discharge from the hospital. 

And, I would like to say that many of these patients do not need 
hospitalization, but they do need the skilled nursing care provided 
in the home, and they are not necessarily inappropriate discharges 
from the hospital. 
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I see HCFA working on both ends and just forcing the patients 
out of the system It must be realized that the elderly patients 
without young family support must have outside services or a 
home health care system will fail. The Government has promised 
health care for our elderly as an insurance program called Medi- 
care. Normally, insurance specifies in great detail its benefits and 
limitations by contract. 

This does not seem to be the case for Medicare. Medicare benefits 
change daily, causing great difficulty for the patients and providers 
alike. If Blue Cross did this, or Prudential, or some other insurance 
company, they would be out of business real quick because Govern- 
ment and the legislature would put them out of business. 

The best alternative system that could be developed would be to 
clearly identify the eligible services and limitations to the Medi- 
care Insurance Program. Number One. 

Then, the program should allow for the purchase of added serv- 
ices, not now available, to include long-term nursing home facility 
care, full payment of physician charges. Right now, physicians are 
only getting — well, physicians are not billing Medicare systems, for 
the most part. The individual patient has to pay him, and they get 
about maybe 50 percent of what it costs them to pay those services. 
And expand home health maintenance services, thereby not requir- 
ing senior citizens to become destitute before qualifying for institu- 
tional care or alter nat e programs 

Thank you 

[The prepared statement of Mr Kauffman follows:] 

Prepared Statement of Charles I Kauffman. Jr , Public Health Coordinator, 
Ocean County Health Department, Toms River. NJ 

I would like to thank the committee on behalf of the residents for holding this 
hearing in Ocean County It should be recognized that this County has had an ex- 
plosive growth in the last two decades, especially its aging population The total 
population of this County in 1960 was only 108,000, in 1970 the total population was 
208,500 with 45,000 over the age of sixty In 1980 this 'otal population expanded to 
346,000 with the over sixty population doubling to 92,927 persons, representing ap- 
proximately twenty-seven percent of our total County population 

Ocean County is also unique in that approximate^ sixty percent of the aged popu- 
lation reside in forty retirement communities It is with this history in mind that 
you must view the growth of the programs provided or supported through the gov- 
erning bodies of the County They are the Ocean County Office on Aging, the Ocean 
County Department of Human Services, Mental Health Programs, the Ocean 
Count.v Board of Social Services and the Ocean County Board of Health 

As Health Officer of the County of Ocean and the Director of the Health Depart- 
ment, I have had first hand knowledge of the need to find alternative solutions to 
the institutionalization of our growing aging population This increase in senior citi- 
zens has forced the health care community to develop programs to service this fast 
growing segment of our population Ocean County has had a ieficit in hospital beds, 
nursing homes and other institutional facilities in the last twenty years also requir- 
ing alternative solutions to these problems 

The County of Ocean has provided public health nursing se-vices for over fifty 
years In 1970 a staff of twelve nurses provided home care services for the entire 
County This, however, has been expanded to a total health care organization of 
over 170 full time personnel supplemented with an additional 100 part-time and 
contractual employees 

The home care division of th Ocean County Heallh Department provides the fol- 
lowing services on a regular jis seven days a week Nuia.r.^,, Physical Therapy, 
Speech Pathology, Occupational Therapy, Medical Social Services, Nutritional Serv- 
ices and Home Health Aide Services Night services are provided to hospice patients 
and all patients have access to a twenty-four hour answering service A major com- 
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ponent of any program of home health services must above all include home health 
aide/homemaker services 

The County of Ocean has supplemented state and federal programs b> purchasing 
homemaker services for medically indigent or partially indigent patients (these are 
patients not qualifying for other social or welfare programs) This supplementation 
has been the mam stay of the home health program allow* ig the aged to cope with 
their problems and survive in spite of the lack of facilities during this period It 
should be recognized that by now home health care may be *.iore expensive than 
institutionalization and therefore not appropn for all patients 

The State of New Jersey has instituted a program entitled "Community Care Pro- 
gram for the Elderly " The purpose of this program is to attempt to deinstitutional- 
ize patients. There are selected individuals who can manage in their homes with 
additional in-the-home services yet were originally institutionalized because of their 
inability to pay for these services or have them covered by Medicaid This is a small, 
three (3) year demonstration program limited to a total of 1,800 slots, at the rate of 
600 slots per year. The program will provide the following services Home Health 
Care; Medical Day Care; Non-emergency Transportation; Case Management; Social 
Adult Day Care, Homemaker Care, and Respite Care 

These services are limited to 70% of the long term institution costs for those indi- 
viduals that have an income of less than the Medicaid institutional cap 

We; therefore, return to the crust of the problem financial eligibility, the inabil- 
ity to pay privately, and the inability of the Medicare Program to offer services for 
the aged population with chronic or supportive non-medical needs This must be ad- 
dressed and changed 

The populous throughout the nation has recognized a problem of Medicare to be 
its inability to provide services and contain costs However, HCFA and third party 
payors have unilaterally decided to change services that had been covered directly 
or indirectly by reducing or changing payment to providers. This will prevent, if not 
controlled, services from being delivered to the patient that should be provided or 
that is medically needed Attached and made part of this testimony is a copy of the 
request by the Ocean County Advisory Committee of the Ocean County Board of 
Health to fully investigate the reduction and denial of medical health care services 
under these newly instituted restrictions. 

It is a fact that the efforts to reduce Medicare cost has i educed the length of hos- 
pital stays requiring early discharge and sicker persons entering into the home care 
system The home health care industry has responded by accepting these patients 
into services to later be denied payment for such service It must be realized that 
elderly patients without young family support must have outside service or a home 
care system will fail 

The government has promised health care for our elderly as an insurance pro- 
gram called Medicare Normally, insurance specifies in great detail its benefits and 
limitations by contract This does not seem to be the case for Medicare Medicare 
benefits change daily causing great difficulty for the patients and providers alike. 

The best alternative system that could be developed would be to clearly identify 
the eligible services anH imitations to the Medicare insurance program Then the 
program should allow for the purchase of added services not now available to in- 
clude long term nursing home facility care, full physician payment of charges, and 
expand home health maintenance services thereby not requiring senior citizens to 
become destitute before qualifying for institutional care or alternative programs 

The Health Advisory Council of the Ocean County Health Department, estab- 
lished in accordance with the Code of Federal Regulations Title 42 Public Health, 
would like to identify a persistent problem confronted by the Ocean County Health 
Department while attempting tc provide home health care services to the sen- r 
citizens in your constituency For years, our agency has been providing hoir.° care 
services to those in need It is our understanding that in recent years Congress has 
established policies to expand home health care services for the elderly. The prob- 
lem is that the legislative intent and mandate seems to be impeded by the fiscal 
intermediary who reimburses our agency for home health care services 

Examples of recent medicare patient denials are as follows A ninety-one year old 
woman who is cared for by hei eighty-five year old spouse She is essentially home- 
bound, confused, and requires catheter care A home health aid had been providing 
extensive personal care on a daily basis. However, the fiscal intermediary denied 
reimbursement for daily home health aide services and granted payment for ;mly 
three visits per week because thev determined that the patient required only sup- 
portive rather than necessary \id The home health aid provides specific services, 
such as bathing, washing hair, cleaning teeth, preparii,^ meals, etc for a period of 
two hours per day Without these services, the sick, elderly client cannot be main- 
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tained as independently and cost efficiently as possible in the home The agency 
should be able to render efficient home care services as they are needed 

Anothe- eighty-seven year old patient, who lives alone, was homebound due to 
multiple injuries sustained by a fall During the fall, she badly bruised her face and 
fractured her wrist She underwent surgery for her left wrist injury, and a cast was 
necessary tc immobilize her left arm This essentially left her hornebound and 
unable to care for herself because of the cast and other injuries The intermediary 
determined that she was ineligible for home health care because she was able to 
ambulate 

The fiscal intermediary has determined that home health care service is excessive 
for patients who receive visits for daily dressing c langes for more than two weeks 
The fiscal intermediary requests additional documentation as to the need for home 
health care and even when it is provided the claims are denied Complying with the 
fiscal intermediary's interpretations of these regulations, places a tremendous 
burden on the resources of the home health agency 

These are only a few of many cases on record Since January 1, 1985 a number of 
claims have been aenied resulting in a loss of revenue In other words, services have 
already been provided and are not being reimbursed 

The physicians and others on our Health Advisory Council are appalled at the 
insensitivity of the fiscal intermediary to the essential need of our seniors and be- 
lieve that they are acting in a fiscally irresponsible manner by not reimbursing for 
the seniors' health care needs At our last Council meeting, a physician member 
stated that "The government sends billions of dollars to foreign countries for does 
not allocate enough funds for the essential health care needs of our seniors " 

In order to resolve this problem and assure that administrators are following the 
intent of your legislation, the Council believes that an investigation must be insti- 
tuted by you and your colleagues to examine the policies of medicare and its fiscal 
intermediary Is it better to save money or liv-s 9 
Sincerely, 

Health Advisory Council 

Mr Saxton Thank you very much 

Ms Hines, would you move the other mike so the reporter can 
hear you? 
Ms. Hines. Yes. 

Mr Saxton. You are the ^?puty director of Ocean County Board 
of Social Services, I belief 
Ms. Hines. Yes; I am 

Mr. Saxton. Right. Thank vou very much for coming We appre- 
ciate it. 
Ms. Hines. Thank you 

STATEMENT OF PATRICIA HINES, DEPUTY DIRECTOR, OCEAN 
COUNTY BOARD OF SOCIAL SERVICES, TOMS RIVER, NJ 

Ms Hines Thank you for having this hearing today in Ocean 
County, and I would like to suggest my recommendations to the 
committee Ocean County has become sort of a research laboratory 
for what I will suggest to you is a program, a delivery mechanism, 
for examining this issue of long-term care and continual care. 

Ocean County Board of Social Services administers approximate- 
ly 20 social- and health-related services to the older adult popula- 
tion in this community in cooperation with such groups as hospi- 
tals, the Ocean County Health Department, home health agencies 
and the like, and one of our recent experiences has been with the 
case management and income eligibility aspects of the two Federal 
waiver programs, model waiver, and community care programs for 
the elderly and disabled under Medicaid. 

And, it is from this experiential base that we find that— we look 
at income eligibility determinations and a number of people are 
not eligible for long-term community care under this program 
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We look at the limited number of slots available under this pro- 
gram and there is where a number of people are not eligible and 
are now facing a waiting list 

And, we have ambivalence legarding the cost effectiveness of 
home health care delivery as reflected in the reimbursement poli- 
cies under the various programs. Medicare and Medicaid, the waiv- 
ers, and so forth We look at a limited number of services that may 
be involved in each of these programs of a medical and social 
nature. 

And, we look at the fact that institutional care needs are met, 
shelters, energy needs, medication, food. We do not see this in our 
community care program design by the very nature of limiting our- 
selves to a medical, or insurance, or social welfare-type approach. 

Under the community care waiver program for the elderly and 
disabled, we found that it is cost effective. In our examination of 
our present caseload, we find that clients are able to receive serv- 
ices at less than the 70-percent cap of long-term care costs in insti- 
tutions. More that a third of our recipients are at 50 percent or 
below the cap for expenditures. 

Only 16 percent are utilizing between 90 and 100 percent of the 
cap for financial reimbursement services. Therefore, what we 
would like to suggest is that we design a program that meets both 
the social and health related needs, persons in long-term communi- 
ty care, without regard to involved, contrived medical monolog of 
income eligibility, designate health services. 

We need to look at the fact that the individual residing in the 
community has other than medical needs. The suggestion of allow- 
ing the an SSI level of home-based maintenance is insufficient in 
most cases, and we recognize that there needs to be provisions for 
unpredicted housing probbms, the toilet breaks down, the furnace 
is down, the roof has a leak. 

The issue of transportation for social and needed services, nutri- 
tion. The Older American Act certainly provides some of these 
needs, but not in an integrated manner. 

We only need to look to social service block grants about the use 
of some of their social— some of their discretionary funds to meet 
these other needs to see that we need a more integrated approach, 
collapsing the social and medical needs into one title perhaps to ex- 
periment with other service deliveries, where yov have an integrat- 
ed approach of health and social sr.i vices. 

I think I will close my remarks there 

[The prepared statement of Ms. Huies follows.] 

Prepared Statement of Patricia Hines, Deputy Director, Oci-an County Board 
of Social Services, Toms River. NJ 

Ft,r too long we assumed that "gone were the days when fa.iv lies wanted to keep 
their elderly and ill loved ones at home" Rather we find anc* Chicago Sociologist, 
Ethel Shanas. confirms, that the opposite is f rue, but the health care structure that 
has developed over the past decades has incojporated withi^ the delivery syst< i 
institutional bias 

G'ven the means to provide necessary care for their ^iderly and disabled, families 
and communities are willing end want to keen them nf home 

Through our work at the Oean County Board of Social Serves vith exist mg anil 
newly established programs, 'e continue to 'earn and refine pl*- hi* ills in th- deliv- 
ery of com rr unity oased horn health care Cjr experience proviii. z social services 
to the elderly a~d disabled population and as the ca:,e management site for the 
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Community Care Program for the Elderly and Disabled and the Model Waiver Pro- 
gram, has brought us to an awareness of the need to review the home health care 
system as an element of community based long-term care As more and more indi- 
viduals avail themselves of home care rather than institutionalization, we must 
strive to provide the best and most cost effective service to meet their needs 

Through our involvement with the Community Care Program for the Elderly and 
Disabled over the past two years, we have seen the advantages of offering an alter- 
native to institutionalization The inability of the care taker to provide necessary 
care coupled with the financial burden of home health costs has caused many fami- 
lies to choose institutionalization Society attempts to suggest we should take care of 
our own, but without adequate support systems, families are destined to fail The 
emotional toll on the patient and family is catastrophic 

Ambivalence regarding the cost effectiveness of home health care is reflected in 
the reimbursement policy for home health services The United States Department 
of Health and Human Services has defined home health care services with recogni- 
tion of the need for service coordination Service components include dental, nurs- 
ing, social work, pharmacy, laboratory, physical, speech and occupational therapy, 
nutrition, hoinemaker-home health aide service, transportation, chore services and 
provisions for medical equipment and supplies Existing programs do not include all 
services ard many an* ' mited to specific populations with fragmented services 

Medicare reimb* ent is limited to services requiring skilled nursing care or 
physical and speec erapy Medicaid differs slightly in that skilled care is not a 
condition for receipt and there is more flexible coverage of services for the chron- 
ically ill Income and resource eligibility though limit accessibility 

Recent waivers of federal regulations have removed some barriers and several 
waiver programs in Ocean County have demonstrated the effectiveness of home 
health care versus institutionalization 

The Community Care Program for the Elderly and Disabled has demonstrated 
that home care can be more cost effective than institutionalization. The Service Cost 
CAP on patients being served is limited to 10% of the average long term care facili- 
ty cost per month More than one third of the recipients of the program utilize only 
50% or below of the CAP Only 16% utilize between 90-100^ of the CAP The re- 
cipients are medically in need of long term care but when they receive minimal pro- 
fessional support and a coordination of services are <*ble to remain at home 

The cost effectiveness of the program can be evidenced by cost containment to 
within 10% of the institutional cost The social and emotional benefits are signifi- 
cant although often immeasurable 

The expansion of this type of program can only serve to improve the delivery of 
health care to the homebound However, the eligibility requirements and health 
care services of these programs need to be reviewed and revised with an emphasis 
on the special needs of those at home 

1 lovisions aie made within existing programs to provide for basic health care 
The individual at home though is not identical tc the individual in a health facility 
Then home environment, family and community all factor into the treatment of the 
individual Institutional care meets an individuals total survival needs Third party 
carriers n*'mburse the cost of not only health services but food and shelter costc 
Home based services recognized and reimburse limited services and do not include 
recognition of total survival needs 

Recognizing the community based social needs for such needs as housing, trans- 
portation, nutrition f»nd income support coupled with health needs brings us to a 
logical conclusion A new title should be created that would enable the Case Manag- 
er to provide a full scope of service? health and social to avert institutionalization 
We can lea r n much of the discretionary social needs from a study of those services 
to recipients of Social Service Block Grants directed to prevention of institutional- 
ization F»ut we mu^t integrate the service delivery system so that the case manager 
has a fill array of resources available in establishing a care plan We can learn 
from the Community Care Program for the Elderly and Disahled cases that there is 
a surplus of designated funds Why not structure tne law to allow the Case Manager 
to nd those funds on necessary social needs up to a CAP or ceiling 

Tiujnk vou for the opportunity to express thesp comments to you 

Date June 14, Wf. 



Beverly J Bearmore. 

f)in>( tor of Welfare 



Mr. Saxton Thank you very much 
Ms. Hines Thank you. 
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Mr. Saxton. Sister Teresa Confroy, public health nurse, Ocean 
County Health Department. Sister, thank you for being with us. 
Sister Confroy. I am the stepchild here. 

STATEMENT OF SISTER TERESA CONFROY, R.N., PUBLIC HEALTH 
NURSE, OCEAN COUNTY HEALTH DEPARTMENT, TOMS RIVER, NJ 

Sister Confroy. Thank you. It is quite an honor to be here and I 
would like to say that to you, Congressmen, and to the brave souls 
who are still here, sitting in this very war^n room 

My remarks are based mainly on the patients. You have heard 
from local authorities, people at government level, and agency 
level, but my remarks are basically concerning the people that we 
care for here in Ocean County. 

I am a staff nurse at the Ocean County Health Department, 
which is a home health agency that is Medicare approved. 

One of our big problems with the patient is that when someone 
becomes 65 years of age, they receive a blue book, and the blue 
book is the Medicare guidelines tha+ they receive, and in it, is the 
very well written book and it ^ates what the patient feels he is 
entitled to, and one of the i . .gs that, according to this blue book, 
that everyone has over 65 years of age, is that he is entitled to 
home health care. 

He may have home health care which is care given to him in the 
home, if all the following your conditions are met. 

No. 1, the care includes part-time skilled nursing, physical ther- 
apy, or speech therapy. Two, this particular patient is confined to 
his nome. Three, a doctor determines what you need and writes a 
plan of care, and, four, th rt home health agencies, such as ours, is a 
service that is participate r > in Medicare. No problem 

The second sentence of that pamplet, which is one of the opening 
sentences, by the way, says that once the above guidelines are met, 
the insurance can pay for unlimited number of home care visits. 
The statement is correct as is it stands. It is the interpretation that 
is the problem, and it seems to me that a lot of the problems that I, 
as a staff nurse, encounter is the interpretation and who is inter- 
preting what the Medicare guideliies are. 

Not a day goes by in the home tare agencies such as ours, the 
Ocean County Health Department, where the mailbag has denials 
for service. It is an every day occurrence, and I am sure other 
agencies would say the same thing. 

The patients feel they are entitled to care. They feel the need, 
and, in most cases, they do have a need. Yet, in order to provide 
the service to county residents, the agency must find other sources 
of payment, be it the county, be it some other type of insurance 
program, if there is one, the patients themselves, and, hopefully, 
this does not happen, the patient does not get care. 

That is our concern. A concern surely is the money, who is going 
to pay for this, but that is not our main issue; our main issue is 
ihLit people are being denied care because they do not qualify for 
some sort of guideline. 

I would like to just share a few examples. I know you have heard 
some very good examples of lack of care, and I do not want to 
detain you with too many, but the question of the care of the pa- 
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tient who is discharged from the hospital, who requires intensive or 
long-term care, is a major problem. 

Consider, if you will, this particular woman that we service. She 
lives alone. She is a diabetic. She is arthritic. She is very obese. She 
was in the hospital for many days, for months, in fact, for care of 
an abdominal condition. She has returned home now because her 
hospital benefits are over, and she requires daily dressings, which 
includes irrigation of her wound and packing. 

She is seen by her doctcr periodically. She is making good 
progress, but do not forget she is diabetic, she is elderly, and she 
needs care, and it is going to take awhile for this wound to heal. 

We were able to visit her for 1 month on a daily visit. After 1 
month, we are no longer able to visit her under Medicare because 
her days for care are not covered by Medicare payment. We are 
able to scale down the amount of payment that can be received. We 
will contunte to visit and she is still our patient, so we do not ne- 
glect our patients, but Medicare is no longer picking up the tab to 
pay for this woman's care. Yet, the woman feels that she is entitled 
to this care as outlined in her guidelines. 

The patient thought she could have these visits because the book 
said unlimited, but unlimited does not mean unlimited. 

We have other patients with physical deformities. We have pa- 
tients who live alone and many of our patients down here live 
alone, and some of the previous speakers alluded to lack of family 
member©. We often find down here the burden for care falls upon 
an elderly neighbor, and an elderly neighbor starts off as a good 
Samaritan caring for someone and finds that they can no longer do 
this job, and the patient needs care and they are not able to do it. 

So, the burden is on the family support, if there is a family, and, 
very often, it is on a neighbor who is not able to care for the pa- 
tient at all, let alone care for themselves. 

We also have down here in the retirement villages, 90- and 95- 
year-old parents caring for 65- and 70-year-old children, and that is 
a very devastating problem because they are waiting and waiting, 
hoping, hoping that they will outlive the patient who is sick, so 
they can provide the care. That is a big problem that we face. 

We also have the poor patient, who gets up in the middle of the 
night, fails, breaks her arms or her shoulders or dislocates her 
arm, goes to the emergency room, is wrapped in some type of a 
dressing, and is sent home. Under the guidelines, patients with 
upper extremity disorders are not covered by Medicare for home 
care. She is sent home from the hospital because she does not qual- 
ify for hospital care either. She is sent home, she cannot wash, she 
cannot dress, she cannot take care of her basic personal needs. 

She could use a homemaker, and if we can arrange in some way 
or other to have some type of funding, if available, for this particu- 
lar patient, we will try to put one in, and, very often, the request 
for physical therapy, when she is able to have therapy, is denied. 

We — I had a gentleman who had cancer of the throat. He had his 
voice box removed, and also he was cardiac hypertensive. Now, the 
patients all have more than one diagnosis. They are not simple 
cases. 

This gentleman came home, his wound healed well, he was start- 
ed on speech therapy, which is a covered service. The doctor wishes 
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him to learn what they call esophageal speech in order for him to 
communicate again. He did very well. His progress was good, but it 
took time. Medicare will pay up to 6 to 8 weeks of speech therapy 
in the home. This man, making very jood progress, took 6 months. 
Medicare denied payments beyond the 8 weeks. 

The other thins about the denial, which was alluded to before, 
your payment is not denied today, your payment might be denied 4 
months from now, for a period 3 months before that. 

So, you try to figure out what gets paid for and what does not. It 
is very difficult task for those who have to worry about the money 
problems. We are lucky, we as nurses can go out and provide the 
service, but it is somebody else's problem when it comes down to 
who is going to pay the cost. 

The whole question of homebound is another big issue. Many pa- 
tients down here have chronic problems, have heart problems, lung 
problems. They never ero out. They never leave the house. They 
could not go out if you them. Most of the transportation here 
in the villages is by bn* »e poor souls could not get on a bus if 
you paid them to get on the k. is. It is just impossible. 

If we get a call to go into the house and take the blood pressure, 
listen to their lungs, et cetera, that payment sometimes is denied 
because they are not considered homebound. 

Then, we have the whole area of chronic patients, the Alzheimer 
patients. You have heard about them and you have seen about 
that. The Parkinson patients. The patients with osteoporosis who 
really get nothing as far as skilled service, they just live in con- 
stant pain, constant lack of mobility. They need help that is not 
available for them under a skilled service framework. 

We could go on and on with stories of patients. I know that time 
is running short. All the experts tell us that hospital care is much 
more expensive than home care, that it is cheaper to send someone 
home and that praise is true. But, when patients get home, there 
has to be some w^y for them to provide the care that they need, 
whether it be skilled service or some type of ancillary service. 

The last thing they want to do in life is to accept welfare, to 
accept charity. If they even have a suspicion that you are offering 
them some State or county program, they will have no part of it. 
They will do without the care rather then ask for a handout. That 
is the reality of many of the people we deal with. 

Also, too, we have many people in Ocean County who have come 
from out of State, and have retired here. They feel they are cov- 
ered by home care benefits through their pension programs, 
through their retirement programs; very often, they are not cov- 
ered at all because the program only covers them for inpatient 
care, not for home care. So, there again, they are stuck. 

Our stories seem endless, the patients' problems magnify, the pa- 
tients skimp on food, they skimp on heat, utilities, to pay for a 
doctoi, to buy medication. They have to rely upon others to take 
them wherever they wish to go. It is costly to get a taxi down here 
in Ocean County as well as any place else in the State. 

They begin, then, not to take their medicine. They begin to get 
sicker. They go back to the hospital. They are kept in the hospital 
for a few days, they are sent back home, this time weaker, the 
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cycle speeds up. the revolving door keeps moving, and, at some 
point, everything seems to stop for some of these patients. 

It might sound hopeless for some and for some, I am afraid it 
seems hopeless to them. For others, they have some hope because 
they know that there are people who may be willing to try to fight 
for what they need. Some of them are too old to worry even now. 
They figure all this hoolabaloo over Medicare and Social Security, 
they are not going to be around. 

So, it is the younger older group who are most concerned, will 
these benefits be available for them? Will we have programs that 
will be able to help them? Hopefully, one of the reasons that we 
are here today then is to air some of these problems. They are not 
all of the problems, but just some of the problems that we face, and 
we just hope that some of these stories will be remembered by our 
legislators, by our elected representatives here today, and we hope 
that they really do care about the people that they serve. 

We hope that when they go back to Congress and they get back 
into committee work, that they will be able to work together as a 
team to help to effect some change that will affect all the people. 
We would be naive to think there have not been some misuse of 
Medicare. I mean, we could tell you just as much misuse as we can 
of no use for Medicare at all, but we just hope that our Congress- 
men and our people can work together to try and make some 
things happen for those who are left now to face what health care 
will be in the future. 

Medicare was a good, a good thing, when it was instituted. It was 
mad** in good faith, and we would hope that the people now who 
have the responsibility given to them by us to set that this is car- 
ried through will continue in good faith to help the residents of 
this Nation and of this county. 

Thank you. 

[The prepared statement of Sister Confroy follows:] 

Prepared Statement of Sister Teresa Confroy, RN, B S N , M i N , Public 
Health Nurse, Ocean County Health Depaptment, Toms River, NJ 

The most recent Medicare Handbook states "Medicare can pay for covered home 
health visits furnished by a participating home health agency Medicare can pay for 
home health visits only if all of the following four conditions are met (1) the care 
you need includes part-time skilled nursing care, physical therapy, or speech ther- 
apy, (2) yo\ are confined to your home, (3) a doctor determines you need home 
health care and sets up a home health plan for you, and (4) the home health agency 
providing services is participating in Medicare " 

These statements seem clear and concise The individual needing care seems to 
comprehend this without too much difficulty It is the next sentence in the Hand- 
book that causes the concern, confusion, and frustration for the patient and care- 
giver The Handbook states "Once these (the above outlined) conditions are met, 
either hospital insurance or medical insurance can pay for an uplimited number of 
home health visits " The statement is correct as it stands; its interpretation is the 
problem 

Not a day goes by in a typical home health agency such as ours, the Ocean 
County Health Department, that the incoming mail does not contain medicare deni- 
als for service The patient feels he needs, and in many cases does need assistance; 
yet, in order to provide needed service, the agency must find other sources of finan- 
cial reimbursement or suffer the loss The federal government is saving, cutting 
back, keeping costs under control —usually at the personal expense of the agency, 
county, or individual patient The money issue is a real one, but the greater iSMie 
for us in home care service is the potential for lack of service to those in need of 
these services 
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Permit me to share with you a few examples of patients who were denied nursing 
care or a specific therapy because of the interpretation of the Medicare guidelines 
Keep in mind that the patient feels and knows (according to the Medicare Hand- 
book) that he is entitled to service/help 

The fin*t guideline informed us that the patient is entitled to part-time nursing 
care It's not too difficult to explain to the patient that tne nurse does not stay with 
him in the home He understands that she will come in on a definite routine as 
indicated by the physican's orders for his care No problem What the patient does 
not understand (and truthfully, very often, we, the nurses do not understand either) 
is Medicare's interpretation of part-time nursing care They use a fancy term to de- 
scribe nursing care. They call it intermittent care This definition creates a distinct 
hardship for patients requiring wound care I'm not referring to the routine hip pin- 
ning or gallbladder or ulcer patients 1 am referring to the elderly patient, who lives 
alone, who has been discharged from the hospital — often after a lengthy stay for 
post-operative complications — and who in no way is able to do his or her own wound 
care. Usually the patient's hospital benefits are all used up. 

Consider, if you will, Mrs B who lives alone and now finds herself in need of 
assistance with wound care. She lives on social security benefits and some savings 
She is obese, diabetic, and arthritic She has had extensive abdominal surgery Her 
wound now requires daily irrigation and packing Her abdomen is large and her 
gaping wound is huge. She has a large amount of drainage She is seen periodically 
by her doctor and he is satisfied with her progress The wound is healing slowly now 
after a month of daily visits This patient will require continued daily visits but 
Medicare will no longer pay for them, even though it is physically impossible for 
her to do the daily care The nurse will continue to visit, but who will pay for these 
visits? The patients? The County 7 The patient thought that she was entitled to un- 
limited visits 

Or consider the patient with Spina Bifida— a congenital, lifelong deformity of the 
spine This patient had a wound on his buttocks It will take months to heal Once 
again, we have a person phsically unable to do his own care The nurses will contin- 
ue to visit daily, but Medicare will not pay for these daily visits The fiscal interme- 
diary considers the condition to be chronic rather than an acute care need 

Think about the poor woman with bilateral fractures of her shoulder bones Mrs 
G. is totally unable to care for he rself 

She is immobilized She cannot wash or dress herself, iet alone take care of her 
own very personal needs, "nitially, she needs the services of a home health aide, but 
medicare will not pay for this service In time, she will need physical therapy, and 
once again she will not qualify for their help Her diagnosis is not one that is cov- 
ered by medicare. 

There are many women patients suffering with osteoporosis They need care and 
assistance Often, the pain is unbearable! Their mobility is limited Because of their 
chronic condition, federal funds will not cover their care at home They are not can- 
didates, for admission to the hospital What are their alternatives 7 

Mr R developed a cancer of the throat and vocal cords He is also a cardiac and 
hypertensive patient. He lives alone and relies on social security and minimal sav- 
ings to get by His voice box was removed, and now he must learn to speak using 
Esophageal speech. His ph>sician orders speech therapy — a covered service His 
progress with therapy is good, but this type of therapy takes a long period of time to 
learn Medicare pays for six to eight weeks of therapy It took six months for the 
patient to learn this technique and to be able to function again in society The fiscal 
intermediary denied this man's medicare payment beyond the first eight weeks 

Medicare requires that a patient be homebound to receive home care We have 
cared for numerous patients suffering from respiratory and heart problems Their 
conditions have debilitated them so that you might refer to them as feeble They 
never go anywhere. They couldn't get into a bus— the mair type of transportation in 
the retirement villages — if they tried. Often, they are eighty-five to ninety years of 
age Use of oxygen and breathing machines are part of their daily routine Yet, the 
fiscal intermediary denies the visits for vital signs (blood pressure, heart rate, lu.ig 
sounds, etc ? because they consider the diagnosis not one that necessarily requires 
them to be homebound. The fiscal intermediary considers their condition as being 
chronic. 

Last, but not at all least, for your consideration are our chronic care patients — 
especially, our Alzheimer's patients. The plight of those patients and their families 
is now being publicized in the media They require constant daily care and are a 
tremendous burden for those at home trying to provide their care Again, many of 
these patients do not qualify for medicare coverage — let alone any other type of 
funding Their problems are real Many of them require feeding, total personal care, 
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and constant safeguarding against injury Their care is demanding and draining on 
the caretakers, yet, medicare does not provide any source of payment for this care 

Mr G is responsible for his wife's care Often, it seems that she does not even 
know her husband of fifty-five years She needs total physical care, feeding, and safe 
keeping It's a twenty-four hour job and hopefully, Mr G will stay well enough hirr- 
self— he's eighty years old—to provide this service for his seventy-five year old wife 

All the experts tell us that it is cheaper to maintain a patient at home In these 
days with the tremendous cost of hospital care, this premise seems true There is no 
question that the majority of patients are happier and more content to be cared for 
at home, but for those patients who are not "cured" within a limited time frame, 
the cost of home care can wipe out all their savings— if they have any The most 
affected patients are those who either own their own homes and /or have some sav- 
ings They must pay full price for their medications, supplies, and transportation In 
Ocean County, many patients have moved here from other states. The supplemental 
insurance they have as part of their retirement benefits does not cover home care 
needs in New Jersey These are individuals trying to take care of their health needs 
and the last thing they want is to go on public assistance/welfare It is contrary to 
all that they have worked for and stand for They refuse service if there is any hint 
that they might be accepting charity The cycle of their illnesses speeds up They 
skimp on food and utilities to pay fcr medications and doctor bills As they are no 
longer able to drive (and in the case of many elderly women, they never even 
learned to drive), they have to pay someone to take them wherever they need to go. 
Still within the progression of the cycle, their health deteriorates— they are sent 
back to the hospital, kept for a few days, and returned home, a little weaker 

The story seems endless How do we resolve the*? real problems 9 How do we, as a 
concerned group of individuals, maintain society's faith in a Health Care system 9 
Many of those affected are too old or tr<\ sick to fight the battle What are their 
options 9 This meeting/hearing today is one small step toward resolution of the prob- 
lems Hopefully, our elected leaders will listen to these stories and by their actions 
demonstrate that they really do care for the people whom they represent We hope 
that they will be able to influence their peers to work together to effect changes in 
the Medicare guidelines, so that the intent of the original legislation can truly allow 
the majority of people to profit from the federal health care program 

Time is running out for some of out senior citizens Hopefully, there is enough 
time left for our elected leaders, our health care personnel, and you, our concerned 
citizens, to work together to make these changes happen 

Mr. Saxton. Thank you very much. It occurs to me that you 
have brought up a problem which is quite serious, and I do not 
think it is one that Congress intended to create. Mr. Kauffman 
pointed out that there were three things that needed to be done, 
the last of which was to expand home health care, which prompted 
me to immediately turn to my briefing notes because I remembered 
reading a paragraph that the Sister referred to. The paragraph 
says, "Currently, the Medicare statute, pursuant to amendment, 
made on July 1, 1981, Public Law 96-499, provides coverage for un- 
limited home health care visits for beneficiaries qualified to receive 
such care." 

And, as the Sister pointed out, to qualify for home health care 
services, the Medicare beneficiary must be confined to his home, be 
under the care of a physician in addition, the person must be in 
need of part-time intermittent skilled nursing care and so on 

So, the intent of Congress apparently as of July 1, 1981, and as 
explained by that language, was to provide home health care, and 
a good supply of it, if you will. And, yet, from what you all are tell- 
ing us, that is not happening. Is it because something has hap- 
pened that my notes are wrong, or is it that the Medicare proce- 
dures have been interpreted in such a way that these services are 
not provided in spite of the law, or is it that the Medicare fund is 
so low that the money is not there to support it? 
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Would anyone like to react and tell us what the problem is? We 
are trying to get at the root cause. What we are trying to point out 
is that the law provides for home health care. It seems to be very 
clearly stated, and, yet, the testimony this morning is that home 
health care is very limited, far from full service health care provid- 
ed for in the 1981 statute, and what we are going to try and do now 
is to get an answer from, I guess, Mr. Kauffman. He is going to 
answer us, to tel! us what has happened since 1981, so that the law 
is not being carried out as it is apparently written. 

Mr. Kauffman. There are two things I would like to say. First, I 
believe my testimony alludes to the fact that HCFA and the third 
party payers have made different interpretations of your regula- 
tion, and I do not think their interpretation is the intent that Con- 
gress had intended, and I think that you need to investigate this. I 
think their changes have been focused on only one thing: money. 
And, I think they do not give a dam about the patients, and I do 
not think they ever will care about the patients. 

The other thing that I would like to say is that when I talked 
about expanding home health care and so forth, it was not home 
health care as much as home health maintenance services. 

The reason I want to say that is because I am trying to get away 
there from the medical model. I think there are many senior pa- 
tients that do not need skilled care but need that homemaker in 
the home to assist them, cook, to pick up groceries to some extent. 

You have got to remember that here in Ocean Ccunty now, 
many of our seniors that first moved in 20 years ago, to our first 
residential community, are — that was 20 years ago, 1965. It is now 
1985. If they moved in at 65 years of age, they are 85 years. 

Some of them are even older than that and are unable to drive. 
A husband gets i y} and the wife never learned to drive. They came 
from Newark or from Philadelphia. They have never learned to 
drive. 

They are dependent upon somebody else »,o do those chores and 
errands from outside the home. The husband may be just incapaci- 
tated by a stroke or something and does not need any longer need 
for skilled care, but they need help in the home. A good example of 
another type of situation just the reverse, the wife becomes ill, the 
husband never cooked a meal in his life, yet he is now the sole 
caretaker of that family. He has to provide the meals and help 
cook. A homemaker can assist in that, and that is what I am talk- 
ing about, expanded home health maintenance services. 

Ms. Hines. Could I add a comment to that, that my suggestion 
about an integrated health and social model is simply that, that if 
we could do a demonstration project to show that combining social 
and health-related needs, within the discretion of the case manag- 
er, I think we could demonstrate that letting the ease manager 
select the services that the person needs as opposed to being pro- 
grammed to finding the services, would be, I think, a very good 
demo project, and I cannot think of a better place to learn that 
than in this county. 

Mr. Tauke. I agree. Thank you. 

I first want to thank the panel for very good testimony. You cer- 
tainly have raised a lot of issues. But, let me just ask, I think, a 
single-key question, and that is, what are the things that are being 
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denied? Is there a pattern to it? Where do we find out what the 
policy is that is being reviewed by the health care financing admin- 
istration, interpretation of the regs, that differs from your own in- 
terpretation? 

Mr. Marosy. According to the survey that we conducted this 
spring, the denial areas most frequently experienced were in home 
health aides, physical therapy, daily nursing and medical social 
work under Medicare. Sixteen agencies cited denials for home 
health aide service in excess of 3 days for 2 hours at a time per 
week 

Mr. Tauke. Now, if I may interject, *-hy is it being denied? Why 
is home health care, home health aid being denied in some in- 
stances and being approved in others? What is the dividing line? 

Mr. Marosy. The entire system proceeds from the screens or 
guidelines that are given to the fiscal intermediary that processes 
the claims, and that is Prudential here in New Jersey. 

They have to meet certain targets for the processing of these 
claims, and the particular interpretators are left up to the staff, 
some of whom are qualified and some of whom are not, working for 
the fiscal intermediary. 

Mr. Tauke. If I may interrupt again, meet specific targets. What 
do you mean? In terms of total dollars spent? 

Mr. Marosy. Right. Certain dollar savings that are expected 
from each of the fiscal intermediaries throughout the country, and 
what Ne are saying is there has not really been a close scrutiny 
here. It is very myopic, very narrow looking at home health care. 
Just as they set targets to serve on hospital caie, they set targets 
for serving Home health care, not realizing that one might need to 
grow at quite a large rate to make up for this treatment that is 
occurring in the other area. 

Mr. Taukf. And, are you able to predict if you are a home health 
care proviclai, are you able to predict what will be approved *nd 
what will be denied? 

Mr. Marosy If we had that consistency, we would be on first 
base. 

Mr. Tauke There are two problems. One is that (a) you just do 
not think enough is covered, and fc) there is inconsistency, uncer- 
tainty about reimbursement. 

Mr. Marosy. Absolutely. Maybe one of the direct care providers 
here can address that better than I. 

Mr. Kauffman. Let me say that a year ago, we would put a 
nurse or assign a nurse to a patient that needs skillful care on a 
daily basis, and have no trouble on its— on the question of whether 
it was denied because we did case work on it. AP right. And, the 
nurse did a good job, and we have good nursing staffs. 

Now, even that type of thing, after 3 weeks, they say it is no 
longer needed. Well, it does not go away, ? nd it will be the same 
case that we did a year ago. The same thing with the homemakers. 
We have historically been able to have homemakers for certain 
types of cases in five times, seven times a week, come in and put 
patients to bed and so forth. This is continually being denied It is 
new, it is change. 

Mr. Tauke. Is there an appeal procedure? 
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Mr. Kauffman. Yes, but you have to understand the appeal pro- 
cedure is twofold. One, in order to really get an appeal, it has tc be 
over x number of dollars and then you have to go down to Mary- 
land to appeal it. If it is under — some times, it does not pay to take 
my staff— and, then, you need to bring the patient in for the appeal 
process. 

Now, the patient, when there is retroactive denial, is not asked 
to pay the claim because thr A was the agreement that he signed 
with the Medicare program, that if we provided inappropriate care, 
it was denied, the patient is not charged for that care. Retroactive- 



But, the patient, if you are going to appeai it, the patient has to 
get involved in the appeal process, and many of the patients are 
nomebound. They cannot get involved in the appeal process. 

So, the whole thing, as it relates to home care, is ridiculous, and 
unless you go as an organization and appeal a wide area of denials, 
which was done by one of the home health care national programs, 
they can just take us one by dne and just deny. 
Mr. Tauke. Thank you very much. 

Mr. Smith. Thank you, Mr. Chairman, and I do not think there 
could be a clea/er consensus from this panel that the interpreta- 
tion of independent care and the too restrictive criteria is causing a 
very real and vexing problem for our seniors, and causing a great 
deal of pain and injury to them. 

And, it would appear from what you are saying that it is bad and 
getting worse, if I hear you correctly. As a matter of fact, I under- 
stand that the Senate version of the budget included a suggestion 
for a copayment or a payment of sorts for 20 or more days of home 
health care. Thankfully, the House version that I supported did not 
have that. 

Mr. Tauke. If I may interject, why should home health care be 
the only part A Medicare service that does not have a copayment? 

Mr. Marosy. Well, I think the very basic — the very idea that 
there should be an incentive for these patients to pay a copayment 
is ridiculous because, first of all, it is disincentive to be using a less 
costly form of care. 

The cost of collecting this copayment will exceed the amount of 
the copayment. There will be a net increase in cost to the Medicare 
program. Two very basic reasons where it does not make sense, and 
I would think we would want to encourage home health care, and 
for that reason, it should be excluded as a service with a copay- 
ment. 

Mr. Kauffman. I would like to say something. You know, one of 
the things — we talk about alternatives to home care. The institu- 
tionalization. You know, most Medicare patients cannot get into an 
institution anyhow and have it paid by Medicare. 

So, I really do not think that is even an alternative. I do not 
know of very many cases that Medicare pays for nursing homes. 
They are discharged directly from the hospital out into the commu- 
nity. They do not go — now, if you want to say there is going to be 
institutionalization for a period, 90 days or whatever, that period is 
so strict that most nursing homes are not set up to handle it. 

So, therefore, you are not getting any use or very limited use of 
any institutional patient paid for by Medicare. 
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Mr Smith. You know, Mr. Marosy, I noted in your testimony, at 
least in one of your submissions, your attachments here, that you 
are very critical of the— of what you perceive the policy contradic- 
tions in home health care and perhaps the copayment could be one 
of those contradictions, when we are trying to emphasize a dimin- 
ished role for institutionalization. 

But, you make a point that the rules that we are following now 
date back to the sixties, and then all of you have been critical of 
the interpretation of the rules. Certainly, HCFA has provided you 
with a response in thr past. This cannot be the first time this con- 
cern has been raised. 

What has been their view? I mean, what is their reasoning? 
Either in written or in oral form have they provided to vou as to 
their reasons for this very strict and exclusionary interpretation of 
the rules? 

Mr. Marosy. The general answer that is given to the National 
Association for Homp Care, that we are affiliated with, is that 
there is still a perce P .. , u within HCFA that somehow the home 
health agencies are a bloated industry that is not operating effi- 
ciently. 

Despite information that has been put together by the National 
Association for Home Ca^e in addition to State assemblies, that 
perception remains in the Health Care Financing Administration. 

A good data base for home health cere is still lacking nationally. 
New Jersey has one of the best data bases for the utilization of 
home health care in the country, and that is why we are trying to 
use the data here in New Jersey to support the need for the expan- 
sion of the benefits. Chuck, you may have some additional informa- 
tion. 

Mr. Saxton. If you could begin .o wrap it up because 

Mr. Kauffman. Not from HCFA, because we do not directly deal 
with them, but through our fiscal intermediary, discussions from 
my director of nurses, Tolbert, to them has said, in regards to 
intermittent care, which used to be interpreted as a daily visit, now 
intermittent care is not daily. 

That the only way we are going to get that changed is to come to 
you, the legislators. Because that is what HCFA has dictated, and 
that is it, and I say well, you know, you are letting people die. Do 
you not care? Well, we cannot do anything about it. 

Well, I do not hear your voice, and I think that the only thing 
that we can do is through the kind of field hearings is bring the 
voice of the industry and yes, I think people are dying because they 
are not gotting the appropriate care. 

Mr. Saxton. We thank you for bringing us this message this 
morning, and for spending the morning with us. The points that 
you have made are very good ones, and certainly appear to be in 
direct conflict with what Congress intended when it passed thi3 
amendment in 1981. So, we thank you all for the very articulate 
statements, and we will carry your message, as you suggest, back 
to Washington. 

Thank you. 

Cur next panel is Charles Pierce, James Schuessler, Robert 
Blum, Russ Heeran, and Glenn Ruskin. Members of the public and 
the audience, r.re there people who have come to testify? This is 
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our last panel, and can I get an idea ot how many people there are 
from the audience who would like 10 say something? One, two, 
three, four, can we hav - our names on a piece of paper someplace 
so we can move right to that? 

The gentleman on my right and the gentleman who was on my 
left have to leave us no later than 130 10 catch a flight v ack to 
Washington. So I would like to move as quickly as possible so that 
we can have not only the benefit if this panel, but the benefit of 
the four or rive people who are here in the audience that would 
like to testify as well. 

So, I am going to remind you at 4V2 minutes and ask you to wrap 
up shortly thereafter. 

Charlie, you want to proceed? Would you state your name and 
your position for the record? 

STATEMENT OF CHARLES F. PIERCE, DEPUTY COMMISSIONER, 
NEW JERSEY STATE DEPARTMENT OF HEALTH, TRENTON, NJ 

Mr. Pierce. Congressman Saxton, and Congressman Tauke, and 
absent Congressman Smith, I am Charles Pierce, Deputy Commis- 
sioner from the Department of Health. 

I am delighted that you have asked us to come and testify before 
your panel on a critical set of issues. I have submitted my testimo- 
ny and copies are with your staff. 

Let me just try to highlight the key points. The assignment that 
I was given was to speak on two separate issues; one was to con- 
trast the New Jersey DRG system which pays hospitals with the 
national PPS [prospective payment system] which is the way the 
Federal Government pays hospitals in States other than New 
Jersey. 

The second assignment was to give you a brief overview of some 
of the alternative health care services and how they have been 
processed by the Department of Health. 

Back to HCFA and its PPS program in contrast to our DRG pro- 
gram. The major similarity is that both programs set a price for an 
illness or an injury, and this is essentially like a product, called the 
DRG, diagnostic related group, and the hospital is paid for the pa- 
tient that is in that particular group and the payment is set in ad- 
vance. It is a prospective payment. 

Now, the superiority of this approach, which was initially devel- 
oped in New Jersey, then taken over by the Federal Government, I 
believe, is so strong that it is really no longer an argument or a 
debate. Nobody is talking about going back to a per diem. 

What they are talking about are refinements within the DRG 
system, ar vve certainly look forward to further research that 
might take us along those lines. 

I would like to take one quick note, which is not very strongly 
expressed in my comments, but it is one that you showed some in- 
terest in, and that is the whole subject of quality. 

In terms of quality, both the New Jersey Department of Health, 
the PSRO's, and the Federal Government have done a number of 
studies; using all the indices that we have, we can find no diminu- 
tio " of quality in the hospital services rendered in the State, and I 
undei jnd in other States as well. 
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I think the issue of quality will long remain with us and well it 
should. But, I want to giv? you just an interesting footnote. About 
a year and a half ago, the Robert Wood Johnson Foundation gave a 
very large grant to MIT and Harvard to study the New Jersey 
DRG system along three lines: financial impact, organizational 
impact, quality. 

Last month, we got a report from the professor who was doing 
the study on organizational approaches. He told us that, and after 
they started their study, they came to New Jersey to look into the 
problem on quality. They went to various physicians, physician 
groups, looked for documentation and could find nothing that led 
them to any conclusions that there was a problem with quality and 
the study was never done. 

Now, I would like to pass on to the other, probably more impor- 
tant point, and that is the differences between the New Jersey 
system and the Federal system of PPS. In New Jersey, our system 
sets rates for all payers. There is equity among payers. 

In the national system, it is only set for the Medicare benefici- 
aries. That means there can be, and is, cost-shifting for the private 
payers. It is Medicare essentially looking out for the Medicare trust 
fund. 

In New Jersey, we think that the benefit is, one, that the Blue 
Cross patients are protected, and, second, there is a whole impact 
on the hospitals to be as efficient because there is no ability to pass 
it on to someone else. 

The second major difference is that our system provides pay- 
ments for uncompensated care. That is for those folks who either 
become bad debts or charity care, the hospitals are reimbursed for 
those costs. 

I am not sure where Dr. Alessi got his data on 15 to 20 hospitals 
that might be in financial trouble. That is a number that is similar 
to one we have used in the past and said without uncompensated 
care, 15 to 20 inner-city hospitals would very quickly become in 
very serious financial difficulty. They have no way to pay for the 
medical indigent. 

The third very major difference is our system also pays for out- 
patient care, and the Federal system does not. It is strictly what 
happens to the patient on the inpatient side. 

Now, in New Jersey, this, we believe, is the greatest advantage 
because uncompensated care is also paid on the outpatient side. So, 
the hospital can be just as efficient and have just as much incen- 
tive to go to the outpatient side as the inpatient side. That is not 
the case under the Federal system. 

Again, I would like to add just a footnote, the Federal Govern- 
ment did renew our 3-year waiver on the inpatient side only. They 
have denied it on the outpatient side. Wednesday, we will be in 
court arguing our case. We have been unsuccessful in negotiating it 
through the system, and if we lose in court on Wednesday, we will 
face a major problem of how we pay for uncompensated care on the 
outpatient side. 

The likely short-term response would be to create an uncompen- 
sated care pool and essentially have to tax the private payers to 
make up the difference, and Blue Cross would be one of the major 
places you would see that increase. 
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Those, essentially, are the three major dissimilarities. If I still 
have a few minutes, I will go to the other assignment. 
Mr. Saxton. You are at 4V2 minutes, 

Mr. Pierce. OK. Long-term care, home health agencies, which 
was very eloquently spoken to and I need not go into that at all, 
except to say the New Jersey Department of Health is moved from 
saying one agency to an area, better we have limited competition, 
and as the gentleman to my right was one of the first recipients of 
that change in policy, where we sat in the same geographical area, 
it is better probably to have more than one. 

We have seen the beneficial results, not with any impact on 
price, but impact on hours, hours that certainly have been ex- 
tended in the range of services expended. 

If, later on, the committee would like me to go in to just a little 
detail on the long-term care side, I would be delighted to do that. 

Thank you. 

[The prepared statement of Mr. Pierce follows:] 

Prepared Statement of Charles F Pierce, Deputy Commissioner, N J 
Department of Health 

Good morning 

Congressman Saxton, members of the committee, I am Charles Pierce, Deputy 
Commissioner of Health of the New Jersey State Department of Health 

I am pleased to be here today to describe New Jersey's experience in providing 
health care to the elderly 

As you know, New Jersey is one of the states in the country with a waiver grant- 
ing it permission to have its own prospective payment system. 

I have been asked by Congressman Saxton to focus my discussion on the differ- 
ences between the national Prospective Payment System and our own Diagnostic 
Related Groups or DRG's, and then to discuss the effects our DRG system has had 
on post-discharge services in the state 

In 1976, the New Jersey State Department of Health was awarded a contract from 
the Health Care Financing Administration (HDFA), then the Social Security Admin- 
istration, to develop a system of prospective payment of hospitals based upon Diag- 
nosis Related Groups (DRG's). New Jersey's DRG system evolved over the next few 
years and was implemented by 26 hospitals in 1980, 35 in 1981 and 37 in 1982 The 
system is fairly complex Hospital patients are billed an average set rate based upon 
their diagnosis and other medical conditions. If hospitals can deliver quality care for 
under the average rate, they keep the difference and vice versa. Uncompensated 
care is shared by all payers Hospital rates are set in advance from information sup- 
plied to the Department of Health and are a blend of a standard for one of three 
peer groups — teaching, minor teaching and non-teaching— and the hospital's own 
costs The rates also include indirect financial elements such as capital costs and 
overhead. There are liberal appeal mechanisms for hospital rates, medical technolo- 
gy, medical practice changes and individual patient bills. 

The value of the system is fourfold' First, the allocation of resources is equitable 
and based upon specific products. A hospital's reimbursement is closely tied to the 
clinical characteristics and volume of the patients it treats. 

Second, the resources can be used more effecitively by increasing efficient clinical 
and financial management. Hospitals can and have responded to the system by in- 
stituting and maintaining dialogue between all departments as a means of identify- 
ing and embarking on cost-saving programs while maintaining quality care 

Third, there is equity across third-party payers All payers pay a portion of indi- 
gent care costs, which eliminates high differentials in premiums between insurance 
companies. 

Fourth, hospitals are covered f *r the cost of providing care of indigent patients. 
They can now concentrate on providing quality medical e to all patients regard- 
less of socio-economic status 

The DRG system differes from the national prospective payment 3ystem in several 
key ways F'*"st, the national prospective payment system covers Medicare only 
while the New Jersey system covers all payers The inclusion of all payers in the 
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system enhances the incentives for hospital administrators and meidcai staff to per- 
form efficiently since cost shifting is eliminated 

Secondly, the New Jersey system includes uncompensated care while the national 
system doesn't Thus, in New Jersey adequate access to medical care is assured for 
the medically needy, those too poor to afford their own medical cove ge but whose 
financial situation is not dismal enough to make them eligible for Medicare 

The third major difference is that the New Jersey system covers outpatient care 
while the PPS doesn't This vital to the health of the system because it encourages 
hosptial to treat people on an out-patent basis when medically possible The PPS 
system has not such incentive 

In fact New Jersey is at present going through the court system to keep our out- 
patient waiver. 



One issue that has been brought up is whether or not quality of care suffers 
under New Jersey's DRG system A preliminary assessment by Metropolitan Peer 
Review Organization (MetPRO) which covered three counties and 237,000 patient 
records, showed that there was not problem with early discharge, readmis. -»n or 
mortality, particularly among the over 65 population under the DRG system 

Anecdotal stories surface occasionally, and several have been investigated by the 
department Indications are that these incident would have occurred no matter 
what hospital payment system was in effect The DRG system implementation, I be- 
lieve, has served to make the public and the industry more aware of incident and 
more willing to question health care practice 

In general we believe that prompt and appropriate discharge of patients is a goal 
for everyone 

Although it may sec-m that the DRG system and the department dictate when a 
patient should be discharged, this is not so Physicians and only physicians can 
decide when to discharge a patient. There is a svstem called PRO.— Peer Review 
Organization— which monitors the appropriateness of discharge for each patient. 
However, DRG's have educated hospitals an doctors on the most efficient and cost- 
effective use of hospitals to provide the highest quality care, and both hopsitals and 
the medical community have come to realize that convalescence can best be com- 
pleted in an alternate setting 

Therefore, the DRG system, and the national PPS system, have created the need 
for more sophisticated care delivered after the hospital stay— either in the home, or 
in long-term care facilities. In New Jersey, the Department of Health has -~sponded 
to the need for most post /hospital care in several ways, keeping in mind that we 
have a special population— the elderly. Our Commissioner has noted that the 
graying of New Jersey is occurring at a noticeable rate. The number of elderly 
persons is expected to increase by 28% in the next decade, and by the year 2000, the 
total number of elderly people in New Jersey is expected to comprise 15% of the 
population, as compared to 12% in 1980 

Statistics indicate that by 2000 our old-old population, aged 75 and older, will 
have increased by 88%, which means they're increasing in number six times faster 
than the working age population Therefore, the state is reponding to the need for 
more long-term care services. 

We now have 36,506 long-term care beds in the state and by 1988 we expect to 
have 45,000 long-term care beds, which we estimate is sufficient to meet the needs 
oi our population 

In 1984, we approved over 5,300 new beds, almost 500 of which were in Ocean 
County. Two hundred and forty beds actually came on-line in Ocean in 1984. 

In addition, we have also developed a new philosophy concerning Home Health 
Agencies. In the past there was usually only one Home Health Agency to serve an 
area, however we now have a policy of promoting limited competition and have li- 
censed 3 agencies to serve Burlington County in 1984 for a total of 6 in that county, 
and 2 in Ocean County for a total of 3. We calculate the* each agency will do a 
minimum of 5,000 home visita a year for a total of 45,000 visits. Within the state as 
a whole we increased the number of health agencies from 51 to 64 in 1984, 

The question has been raised: Why not license as many agencies as want to open 7 

States that have done this have found that the cost of Home Health care, rather 
than going down as a result of the competition, has gone up. When an agency opens, 
it has certain operating costs which are basic and must be passed on to the patient. 
More agencies mean fewer patients per agency which means that operating costs 
are divided among fewer payers Therefore, under a totally non-regulated system, 
the cost per patient rises. 
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The best choise is limited competition through a certificate of need process 
Converselv. a svstem with only one prouder, while keeping costs down, seriously 
limits access and does nothing to ensure qualitv 

I've airead> talked about increasing the number of nursing home beds and home 
health agencies The third area the department is aet,ve in is encouraging alternate 
care facilities such as continuing care retirement communities which provide every- 
thing from residential housing to full lo'vterm nursing care In these, a person 
mav enter the community as early as age ,">(» after paying a lump sum entrance fee 
and then stay in the community for the rest of his or her life, moving from one level 
of care to another 

Another alternative the department n\ encouraging is residential health care fa- 
cilities These provide personal care services and some health care services to ambu- 
latorv residents in a less restrictive and less costlv environment than nursing 
homps To promote this alternative, the department has, since 1982, required all 
nursing homes approved through the CN process to also offer a residential health 
care component Approximately ;*,000 of these much needed beds have been ap- 
proved since that time 

Congressman Saxion has asked me to address the issue of cost Cost to a private 
patient in the long-term care facility is largely a function of the market place No 
one regulates it However, about 2 m of the patients in nursing homes are on Medic- 
aid, and the Department of Human Services' b' dget dictates Medicaid payment 
rates Based on this budget, and with a contract from Human Services, the Depart- 
ment of Health sets Medicaid nursing rates Therefore, private patients who pay 
what the market will bear may be subsidizing a good portion of the nursing homes' 
Medicaid patients 

One of the issues vou asked me to address was whether patients were having 
access problems One evidence indicates that virtually all areas of the state have 
enough long-term care beds and home health services to accommodate patients 

Some access problems may occur because when patients are in nursing homes, the 
family may want them located in facilities close to them We sympathize with this 
issue, but, there are enough beds in the state to accommodate those who need them 

The other access problem is money The Department of Health (nor any other 
state apency for that matter) cannot regulate what a nursing home can charge its 
private patient 

The depanment also recognizes that most people would prefer to be cared for at 
home A surve> done three or four years ago indicated that 86<T of all nursing home 
patients didn't want to ie there But, it costs approximately the same for two hours 
of home nursing care as it does for a day in a nursing home So. again, economics 
play a tremendous part 

I hope I have provided some information on the issues in New Jersev I would be 
happy to answer an> questions you might have 

Mr Saxton. Thank you, Mr. Pierce. 

Mr. Jim Schuessler from the Community Memorial Hospital is 
someone who certainly plays a ve*y direct role in the lives of the 
people of Ocean County, and we appreciate your being here and we 
are happy to have you here to testify on this important subject. 

Mr. Schuessler. Thank you, sir. 

STATEMENT OF JAMES SCHUESSLER, PRESIDENT AND CHIEF EX- 
ECUTIVE OFFICER, COMMUNITY MEMORIAL HOSPITAL, TOMS 
RIVER, NJ 

Mr Schuessler Members of the congressional delegation and, of 
course, Air. Chairman, I would like to extend some personnel greet- 
ings, first, to Jim, one of his greatest fans and beneficiaries of his 
activities on behalf of our community was admitted to our hospital 
this niorning, Naomi Rice, who is doing fine. She is the president of 
CARE Manchester, and a terrific program in cooperation with our 
hospital. 

My notes say good morning It is now good afternoon. My name 
is Jim Schuessler and I am the president and chief executive offi- 
cer of Community Memorial Health Services Corp. in Toms River. 
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The organizacion I represent consists of a parent holding corpora- 
tion, a not-for-profit hospital operating corporation, a public foun- 
dation, and Center Stat? Health Group, which is a diversified not- 
for-profit corporation, whose holdings include a 220-bed Country 
Manor Nursing Home 

Community Memorial is the flagship of our family organization. 
It is a 460-bed regional health care center here in Toms River, and 
perhaps most importantly to our discussions today, 60 to 70 percent 
of our patient-days are delivered to Medicare beneficiaries. 

I am unaware of any other hospital in this region of the country 
that can match that statistic Among our many programs having 
the direct focus on the elderly and their special health care needs 
is a hospital-based Medicare certified home care department, which 
Mr. Pierce referred to a moment ago. 

I ?m appreciative for the opportunity to present the position of 
our hospital on sorre of the topics before the select committee, and 
I congratulate the committee for its honest and sincere inquiry into 
the issues facing our country in dealing with the growing health 
care delivery problems of an increasingly aged population. In many 
ways, the population of this area in Ocean County and that popula- 
tion s impact on the health care delivery systems foretells what the 
rest of this country will be like in the future, as all of our citizens 
live longer and as those older Americans become a larger and 
largar percentage of our population. 

Life for all health care providers has changed dramatically in 
recent years, perhaps in no area as much as New Jersey. State and 
Federal initiatives have focused on the high cost of delivering high 
quality institutional health care, and on mechanisms designed to 
reduce increases in those costs All of us as citizens and taxpayers 
have a stake in the success of these many initiatives. But, likewise, 
all of us, as potential and, in fact, inevitable patients, have a stake 
in ensuring that the necessary initiatives to contain costs do not 
comDromise quality of care or the dignity and independence of the 
ill and the elderly. 

I am sure from Mr. Pierce's comments that this body appreciates 
that my hospital, like every other hospital in New Jersey, does not 
operate under the Federal PPS system by which Medicare reim- 
burses most hospitals in this country for the care of Medicare bene- 
ficiaries. The State of New Jersey has been granted a waiver to op- 
erate its own DRG-based reimbursement system. This all payer 
system began some years ago, as an early model of a yet to be de- 
veloped Federal system which, of course, now has been mandated 
by Congress. According to information supplied by the Department 
of Health in New Jersey, in waiver applications, the Mew Jersey 
system will result in Community Memorial Hospital receiving 
nearly $10 million less in Medicare funds during the period 1985 to 
1987 than it would have received under the Federal PPS system. 

The millions of dollars which Congress, in designing the PPS 
system, intended to be allocated for the care of the Medicare pa- 
tients in this one hospital are being consumed by a complicated re- 
imbursement system that is baffling even to some of its own archi- 
tects. 

Notwithstanding Community Memorial's problems with the Med- 
icare waiver, we share many experiences with hospitals around our 
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State and around our country relative to the elderly and the vari- 
ous cost-containment initiatives. 

Patients discharged from hospitals today have greater need for 
post-acute care than ever before The reasons for this, I think, are 
fivefold, or the indications, in any case. 

First of all, contrary to testimony that you have heard earlier, 
my information leads me to believe that readmission rates are in- 
creasing Patients are discharged earlier in the course of their re- 
covery without any question, and medicine is providing for the sur- 
vival of victims of accidents and disease who, in earlier years, did 
not survive. Therefore, the numbers of disabled and chronically il! 
persons is on the rise as well. 

It is a fact that the average length of stay for patients in home 
care programs is increasing, and as these programs care for ever 
more acutely ill patients, and, finally, physicians undoubtedly feel 
inappropriate, pressured by the PRO system to hurry patients out 
of the hospital 

Accordingly, our hospital strpngly recommends enactment of 
Senate bill 778, and House bill 2371, which would redefine inter- 
mittent care at home and would authorize increasing frequency of 
h*g!> technology home services to those patients. 

Elderl> patients, as well as other patients in Ocean County, bene- 
fit from several important programs and resources unique to our 
area. Both cur hospital and the Ocean County Health Department 
operate busy certified home health agencies, with a long list of 
services that are available. 

There are many quality nursing homes in Ocean County, includ- 
ing our Country Manor, but more are needed Country Manor is 
unique with its coma program, however, wherein comprehensive 
care is provided to long-term coma patients in a program that we 
attract patients from all over the country to 

There is a need for medical day care fcr adults in Ocean County, 
and residential health care programs and facilities are practically 
nonexistent. 

The following recommendations are made by our hospital to sup- 
port containment of health care costs and to promote high quality 
care I commend them for your most serious consideration, and 
they are nine 

First, mandate increased coverage for hrme care in major medi- 
cal plans. 

Second, require increased emphasis on home care coverage and 
other cost-saving treatment modalities in employer-supplied health 
insurance programs 

Third, create significant tax incentives to encourage families to 
care for the long-term needs of chronically ill family members at 
iiome, a change that will generate huge savings to the system. 

Fourth, establish tax exemption of IRA funds utilized to finance 
long-term care 

Fiftn, encourage programs which permit older Americans to uti- 
lize equity in their homes to finance home care without necessitat- 
ing the selling of those homes during their lifetime. 

Sixth, develop a prospective payment system for Medicare certi- 
fied home care, much as has been done for inpatient care in hospi- 
tals 
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Seventh, mandate a full and comprehensive home-caie program 
as a dramatic cost-control mechanism for the VA system, as ad- 
dressed earlier in today s program 

Eighth, support extension of the current 3-year experimental 
program now scheduled to expire in September 1986, which pro- 
vides hospice benefits under Medicare, allowing terminally ill bene- 
ficiaries to be cared for at home 

A program, I might add, that has been phenomenally successful 
here in Ocean County 

Ninth, reevaluate the PRO Program Most especially in terms of 
re-establishing review of care on a concurrent, rather than retro- 
spective, basis. 

You have heard testimony, I think, from every single provider on 
each of the panels this morning as to the totally inappropriate 
mechanism by which care that is delivered in good faith by various 
providers, whether they be institutions or physicians, and finding 
out months after the fact that the expenditure of those resources is 
not going to be reimbursed. Terrible situation 

Mr. Saxton. Let m^ ask you to summarize 

Mi. Schuessler I am going to do that, 

Mr Saxton Thank you. 

Mr, Schuessler I want to thank you today on behalf of our pa- 
tients, not so much the hospital, but the people that we serve, for 
your concerns for their future, and I invite each of you to visit our 
hospital, our nursing home, and our other facilities to see for your- 
self the successful efforts of over 2,J()0 employees working here in 
Ocean County dedicated to that future. 

And, in closing, I would like very sincerely to commend this con- 
gressional panel on their insight into the problems facing the pro- 
vider community in these rapidly changing times, I was very re- 
freshed to hear the particularly incisive questions that were direct- 
ed to the representative from HCFA, and I hope that that tone of 
inquiry will continue 

Thank you 

[The prepared statement of Mr Schuessler follows j 

PREPARED ST ATP MF NT OF J AMES SCHUESSLFR, PRKSIDFNI AND CHIEF ExECU *1VE 

Officer, Community Memorial Hospital Health Services Corp , Toms River, NJ 

Good morning My name ks James Schuessler, and I 'im the President and Chief 
Executive Officer of Community Memorial Hospital Health Services Corporation, 
Toms River, New Jersey The organization I represent consists of a parent holding 
corporation, a not-for-profit hospital operating corporation, a puhlic foundation, and 
Center State Health Group— a diversified, not-for-profit corporation whose holdings 
include the 220 bed Country Manor Nursing Home 

Community Memorial Hospital, the flagship of our family of organizations, is a 
4(H) bed regional health care center in Toms River fi.VTO percent of our patient days 
are delivered to Medicare beneficiaries Among our many programs having a direct 
focus on the elderly and thei*- special health care needs is a hospital-based, Medi- 
care-certified, home care department 

I am appreciative of the opportunity to present the position of Community Memo- 
rial on some of the topics before the Select Committee, and I congratulate the Com- 
mittee for its honest and sincere inquiry into the issues facing our county in dealing 
with the growing health care delivery problems of an increasingly aged population 
In many ways, the population of this area in Ocean County, and that population's 
impact on the health delivery svstem, foretells what the rest of our country will be 
like in the future, as our citi/ens live 'onger, and as those older Americans become 
a larger and larger percentage of our population 
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Life for all health care providers has changed dramaticall> in recent years, per- 
haps m no area so much as in New Jersey State and Federal institutions have fo- 
cused on the high cost of delivering high quants institutional health care and on 
■nechanisms designed to reduce increases in those costs All of us, as citizens and 
taxpayors. have a intake in the success of these mam initiatives But likewise, all of 
us. a' potential and inevitable patients, have a stake in ensuring that the necessary 
initiatives to contain costs do not compromise quality of care or the dignity and in- 
dependence of the ill and the elderlv 

I am sure that this body appreciates that my hospital does not operate under the 
Federal PPS system, by which Medicare reimburses most hospitals in this country 
for the care of Medicare beneficiaries The State of New Jersey has been granted a 
wa \er to operate its own DRO-^ased reimbursement system This all-payor s>stem 
began some years ago as an c in. model of the yet-to-be-developed federal system, 
which has now been mandated b} Congress According co information supplied by 
the New Jersev Department of health in its waiver application, the New Jersey 
system will result in Community Memorial Hospital receiving nearly $10 million 
less in Medicare dollars during the period then it would have received 

under the Federal PPS system The millions of dollars which the Congress, in de- 
signing the PPS system intended to be allocated for care of Medicare patients in 
this hospital, are being consumed by a complex reimbursement system that is baf- 
fling even to some of its own architects 

Notwithstanding Community Memorial's problems with the "Medicare waiver," 
we share manv experiences with hospitals around our state and around our country 
relative to the elderly and various cost containment initiatives 

Patients discharged from hospitals today have greater need for post-acute care 
than ever before 

I Readnvssion rates are increasing, 

1 Patients are discharged earlier in the course of their recovery, 

A Medicine is providing survival for disease and accident victims who in earlier 

years did not survive — therefore, the numbers of disabled an chronically ill persons 

is on the rise, 

1 The Average Length of Slav lALOS' for patients in home care programs is in- 
creasing, as these programs care for ever, more acutely ill patients, 

a Physicians feel inappropriately prp^sured bv the PRO system to hurry patients 
out of the hospital 

Accordingly, our hospital strongly recommends enactment of Senate Bill 778 and 
House Bill 2^71 which would redefine intermittent care at home and would author- 
ize increasing the frequency of high tech home health services 

Elderly patients (as well as all other patients) in Ocean County benefit from sev- 
eral important programs and resources Both oar hospital and the Ocean County 
Health Department operate busy Medicare-certified home health agencies Commu- 
nity Memorial's program includes skilled nursing services, physical, occupational, 
and speech therapists, medical social work, home health aides, nutritional services, 
"high tech ' services including perinternal and enternal nutrition, IV antibiotic 
therapy, chemotherapy CMH even has patients maintained at home on ventilators 

There are many quality nursing homes in Ocean County, including our Country 
Manor And more are needed Country Manor is unique with its Coma Program, 
however, wherein comprehensive care is provided to long term coma patients 

There is a need for adult medical day care and residential health care programs 
and facilities in Ocean County 

The following recommendations are made by our hospital to support containment 
of health care costs and to promote high quality care I commend them to your most 
serious consideration 

1 Mandate increased coverage of home care in major medical plans 

'I Req Jire increased emphasis on home health care coverage and other cost-saving 
treatment modalities in employer-supplied health insurance programs 

'A Create significant tax incentives to encourage families to care for the lor.g term 
needs of chronically ill family members at home, a change that will generate huge 
savings to the system 

1 Establish tax exemption of IRA funds utilized to finance long term care 

T> Encourage programs which permit older Americans to utilize equity in their 
homes to finance home care without necessitating selling those homes during their 
lifetime 

(i Develop a prospective payment system for Medicare-certified home care 
7 Mandate a full and comprehensive home care program as a dramatic co-»t con- 
trol mechanism for the VA system 
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8 Support extension of the current three vear experimental program now sched- 
uled to end in September which provides hospice benefits under Medicare, al- 
lowing terminallv ill beneficiaries to be cared for at home 

9 Reevaluate the PRO program, most especial Iv in terms of re-establishing review 
of care on a concurrent, rather than retrospective, basis 

I thank >ou on behalf of our patients for vour interest and concern for their 
future And I mute you to visit our hospital, our nursing home and our other facili- 
ties to see for yourself the successful efforts of over 2'>0<> employees dedicated to the 
future 

Mr. Sax^on Thank you 

Mr Russr Ileeran from the American Association of Retired Per- 
sons You are on, sir 

STATEMENT OF Rl SSEL HEERAN. NATIONAL LEGISLATIVE 
COUNCIL. AMERICAN ASSOCIATION OF RETIRED PERSONS. 
BERKELEY TOWNSHIP, NJ 

Mr. Heeran. Mr. Chairman, members of th committee, my 
name is Russell Heeran I am a member of the national legislative 
counsel of the American Association of Retired Persons. On behalf 
of the 19 million members of AARP, I want to thank you for this 
opportunity to state the association's views of the Medicare DRG 
prospective payment system and the need for the alternatives to in- 
dustrial institutional care. 

I have my full testimony, which has been given, and, hopefully, 
will be in the record Before I start my report, I have here also a 
statement on home health care from the Slate legislative commit- 
tee of AARP 

When we talk about home health care in New Jersey, we expect 
the entire gamut of health care in the home as expressed by the 
previous panel this morning 

Under DRG s, hospitals have the incentive to perform fewer serv- 
ices and to get Medicare patients out of the hospital as soon as pos- 
sible in order to maximize their profits. Moreover, new administra- 
tive rules and policies under DRG's limit Medicare patients' utiliza- 
tion of certain kinds of care and medical procedures. 

For example, HCFA requires PRO's to reduce identified proce- 
dures by specific amounts These procedures vary from State to 
State In addition, beneficiaries are placed in greater financial jeop- 
ardy for services now d?emed to be noncovered and for services 
moved from the inpatient to the outpatient setting, where greater 
cost sharing is required 

The administration and the Congress must understand that these 
incentives are hurting Medicare patients. Although anecdotal evi- 
dence is currently available to describe the effects of DRG's on pa- 
tients, such evidence continues to mourn HCFA policy decisions on 
other issues are having an adverse impact on Medica r e patients 
under the DRG system. 

Access to skilled nursing home care and home health care are 
cases in point In hopes of encouraging more skilled nursing facili- 
ties to become involved in Medicare, Congress provided a waiver of 
liability for cushioning SNF against wrong decisions about whether 
patients are covered for SNF care 

It is a presumption that SNF acts in good faith if incorrect cover- 
age decisions represent o percent or less of the provider's Medicare 
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caseload If SNF meets the presumption, then Medicare will pay 
for the uncovered services 

In a recent notice of proposed rule, HCFA eliminates the waivers 
of liability by eliminating the presumption of good faith '?he result 
of this change will be to further discourage SNF from taking Medi- 
care patients, thus making it even more difficult for proposed acute 
care patients to get the skilled nursing care that are needed. 

The elimination of the waiver of liability affects home health 
care providers, too In addition, other policies tend to foreclose 
access to home care To qualify for home health care services under 
Medicare, a patient must be homebound and in need of intermit- 
tent care. HCFA has so restricted the definition of homebound and 
intermittent care, however, that even the sicker patients coming 
out of the hospital under the DRG system are having trouble quali- 
fying for postacute care services at home 

The current postacute care situation for Medicare patients can 
be compared to the deinstitutionalization of mental hospital pa- 
tients in the seventies In the seventies, it was considered good 
public policy to close down mental hospitals and serve those pa- 
tients in the community. 

The only problem was that we neglected to establisn a communi- 
ty based mental health care system to serve them. As a result, the 
lucky deinstitutionalized patients ended up in nursing homes under 
Medicaid The unlucky ones ended up in the street or in the crimi- 
nal justice system 

The association will not sit idle while Medicare patients are 
forced out of hospitals, still needing care, without any place to go 
It is generally— it is becoming generally recognized that the great- 
est deficiency in the present health care system is the lack of com- 
prehensive financing and delivery mechanisms for caring for those 
with chronic illnesses or disabilities. 

Unfortunately, the incremental development of the long-term 
nursing care system has resulted m a haphazard cumbersome and 
too often ineffective array of benefits that do not meet t needs of 
an aging population 

The association is strongly committed to developing a LTC Pro- 
gram that provides not just institutional care, bat a complete con- 
tinuum of services, including home health care and community- 
based services 

I will jump to the seven recommendations 

Mr Saxton OK 

Mr Hekran In order to improve the DRG system and promote 
the development of community-based alternatives, AARP recom- 
mends 

First, the Medicare appeals procedure must be changed to reflect 
the greatest beneficiary liability under DRG The changes should 
include formal hearing records and reported decisions under parts 
A and B as well as independent caring examiners under part B. 

Second, there must be a single national definition of homebound 
or fcr intermittent care 

Third, institutional care must be only one benefit in a case man- 
aged system of long-term care that also provides inhome and com- 
munity-based services 
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Fourth, a *e\ent\ of illness indtw must be incorporated into the 
DRG system 

Fifth. PROs must be allowed the flexibility and given incentives 
to be innovative in monitoring the quality of care and to experi- 
ment with new medical reuew criteria Data profiling strategies, 
decision feedback mechanisms, sufficient training and consumer 
education ideas 

Sixth, the waiver of liability pre&umption for part A providers 
must not be revoked 

Seventh, to validate the numerical reduction in unidentified 
medical procedures HCFA requires of the PRO's, AARP supDorts 
allotting 05 percent of all HI revenues to study small area practice 
variations and feedback the information to physicians 

Thank you. Mr Chairman, for letting us voice the views of the 
American Association of Retired Persons, on this critical a^ea of 
policy 

[The prepared statement, along with the statement of Home 
Health Care, submitted by Mr Heer<~ follows ] 

Pri- pared Statemkvt of Rlssei Hefrkn. Natio iAL Legislative Colnsfi. 
^mhmc an* Assoc iation of Rftirhj Persons, Berkeley Township, New Jfrsey 

statement of- the amfkk an association o* retired persons on the medicare dkd 
prospec tivf payment sir stem, june 24, u's;, 

introduction 

Gcod morning, Mr Chairman, my name is Russell Heeren and I am a member of 
the National Legislative Council of the American Association of Retired Persons On 
behalf of the 19 million members of the AARP, I want to thank you for mis oppor- 
tunity to state the Association's views on the Medicare DRG prospective payment 
system The Medicare DRG system is 10 months old and all n^n-exempt hospitals 
participating in Medicare have begun the phase-in towards national DRG rates 
Thus it is a good time to step back take a lock at what is happening to patients 
under DRGs, and mal-e necessary adjustments to the system 

My testimony today identifies three areas of concern about the implementation 
and operation of the DRG system so far (1) The Health Care Financing Administra- 
tion's (HCFR) failure to ad^quatelv monitor and correct for the economic incentives 
under DRGs to skimp on qualitv care, (2) the serious lack of policy coordination and 
support of DRGs by contemporaneous HCFA policies, and, <3) the need to develop 
cost effective alterantives to institutional care 

Following the discussion of these points, AARP makes several recommendations 
to improve the administration of DRGs, including changes in the Medicare appeals 
process, improved access and coverage for beneficiaries needing post acute care serv- 
ices, and innovative efforts by peer review organizations (PROs) to monitor and en- 
force standards for quality care 

HOSPITAL INCENTIVES UNDER DRfJ.S 

The DRG prospective payment s>stem has dramatically changed the incentives to 
hospitals treating Medicare patients Under the old cost plus system, hospitals were 
paid for each service provided The more services provided, the more money the hos- 
pital received Thus, it was in the hospitals interest to provide excessive services 
and to keep a patient hospitalized as long as possible Under DRGs, however, those 
incentives are gone 

Under DRGs, hospitals have the opposite incentives— to perform fewer services 
and io get Medicare patients out of the hospital as soon as possible in order to maxi- 
mize their "profit " Moreover, new administration rules and policies under DRGs 
limit Medicare patients' utilization of certain kinds of care and medical procedure 

For example, HCFA requires PROs to reauce identified procedures (the proce- 
dures v:*ry from state to state) by specific amounts 

PROs will be evaluated HCFA based, in part, on how well they meet these numer- 
ical reductions For most parts of the councry, however, these numbers are based on 
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little i,r no evidence tha* the proet'dutes identified uin be * iU l \\ reduced without 
precluding access to necessarv tare 

Another example of a government requirement th.it places Medicare beneficiaries 
in jeopardv i^ IKTA s policv directive permitting hospitals to inform Medicare pa- 
tients before admission, at admission, or during .he hospital stav that certain serv- 
ices ma\ not be covered bv Medicare and that the patient is jable for pavment if he 
or she goes forward with the treatment This directive is a major new loop-hole in 
Medicare and will result in greater out-of-pocket costs to beneficiaries 

Thu>. the incentives inherent in the DRG system combined with the new rules 
implementing it, substantially alter Medicare patients' rights under DRGs This 
combination of structural incentives and administrative incentives jeopardizes bene- 
ficiaries in two wavs <1> there is greater jeopard) to individual health status from 
skimping on services, and (2> there is greater financial jeopard v for services now 
ueemed to be non-covered and for services moved from the inpatient to the outpa- 
tient setting where grea f er cost sharing is required 

The Administration and the Congress must understand that these incentives are 
hurting Medicare patients Although only anecdotal evidence is currently available 
to describe the effect of DRGs on patients, such evidence continues to mount 

Evidence that DRGs are harming patients — 

In Februarv. the House Select Committee on Aging held a joint hearing 

with the House Task Force on the Rural Elderly The subject of the hearing was the 
quality of care under DRGs Witnesses testified about problems of early discharge 
and lack of post acute care services One witness, a discharge planner for a large 
hospital in Minneapolis, told about the difficulties she had maintaining hospital 
care for her sick mother because the small rural hospital claimed her mother's al- 
lotted days of care under the DRG had run out Fortunately, the witness was knowl- 
edgahle about DRGs and was able to fight the hospital Unfortunately, not all Medi- 
care beneficiaries or their families are as familiar with the system and therefore, 
are much more likely to acquiesce in the hospital's decision 

On Februarv 2'k 198."), the Senate Special Committee on Aging released a report 
from the General Accounting Office on the impact of Medicare s new prospective 
pavment system on post hospital care The report showed that Medicare patients 
are being discharged "quicker and sicker." too often with no place to go 

The American Association of Retired Person^ is also trying to evaluate the scope 
and breath of the problems affecting patient care under DRGs The Association has 
received over 200 letters and numerous telephone calls from Medicare beneficiaries, 
their children, nurses, and social workers complaining about poor care and prema- 
ture discharge under DRGs The story that follows is illustrative of the anxiety and 
frustration encountered by Medicare beneficiaries and their families under DRG 
prospective pavment system 

A 71 year old Medicare beneficiary .n Texas, with an artificial heart valve, wrote 
about her own unhappv experience (She is a retired RN > She was admitted to the 
hospital because of a high temperature caused by an upper respiratory infection 
Her artificial heart valve was an additional dimension of concern indicating hospi- 
talization 

After being admitted she developed problems breathing and wa fl placed on contin- 
uous oxygen and inhalation therapy three times a da> The night of her third day in 
the hospital inhalation therapy was required for the entire night In addition, al- 
though she was expectorating "thick, purulent matter, tinged with blood," no one at 
the hospital was concerned enough to investigate 

On the moi nirg of the fourth day in the hospital her doctor announced she was 
going home When she piotested. he said that the hospital has a i ew policy and that 
thev now determined how long a Medicare patient could stay She writes that her 
doctor was very upset— even "intimidated" by the hospital He told her not to fi^ht 
the hospital She stated her fears about a relapse or dangerous complications, and 
refused to go home until her temperature was normal for 24 hours 

On the morning of the fifth day. the hospital's head nurse ordered her to go home 
and threatened, if she did not leave, to move her to a special floor with no heart or 
lung equipment and minima' nursirg care, for such minimal care the patient her- 
self was to be charged $05 per d.u She was finally discharged the following morn- 
ing 

After five weeks of recovering <t home, she investigated the new Medicare DRG 
system and learned, among other things that the hospital has a medical review 
board consisting of doctors, nurses, and other hospital personnel, but (1) that, in this 
case, it is a medical librarian who makes the decisions about how long a patient can 
stay, and (2) that doctors are pressured to discharge patients as the hospital dic- 
tates 
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CONTh MPORAN K)l s H( V\ K IPS AttFl 1 1M. I)K(,s 

HCKA pohc> decisions on other issues are having an adverse impact on Vedicare 
patients under the ORG s^tem Apparently HCFA does not appreciate the power 
of the incenti\es undei DR.Js to discharge pat-eats "quicker and sicker " IK'FA is 
pursuing policies that foreclose increased access to post acute care services instead 
of fostering it Access to skilled nursing home care and home health care are cases 
in point 

Access to skilled nursing home care has long been the forgotten promise of Medi- 
care For a variety of reasons, skilled nursing facilities- 1SNF1 ha\e not been a reli- 
able benefit for Med icare beneficiaries In hopes of encouraging more SNFs to 
become involved in Medicare, Congress provided a mechanism for "cushioning 
SNFs against wrong decisions about whether a patient is covered for SNF care This 
"cushion" is called the waiver of liability It is a presumption that a SNF acts in 
good faith if incorrect coverage decisions represent r ive percent or less of the provid- 
ers' Medicare case load If u SNF .neets the presumption, then Medicare will pay for 
the uncovered services 

In a recent notice of proposed rule, IK'FA eliminates the waiver of liability by 
eliminating the presumption of good faith The result of this change will be to' fur- 
ther discourage SNFs frcm taking Medicare patients, thus making it even more dif- 
ficult for post acute care patic.t; to get the skilled care that they need 

The elimination of the waiver of liability affects home health carp providers too 
Beyond the waiver problem, however, home health care providers face other HCFA 
policies that tend to foreclose access to home care To qualify for home health serv- 
ices under Medicare a patient must be "homebound" and in need of only "intermit- 
tent^ care HCFA has so restricted the definitions of "homebound" and "intermit- 
ter f care, however, that even the sicker patients coming rut of hospitals under the 
ORG system are having trouble qualifying for post acute care services at home 

These conflicting, cotuempoianeous policy directions reduce the availability of 
post acute care services necessary to accommodate medicare patients under DRGs 
Hence, Medicare oatients are being discharged from hospitals into a no-care zone 

The current post acute care situation for Medicare patients can be compared to 
the deinstitutionalization of mental hospital patients in the 1970s It was considered 
good public ] obey to close down mental hospitals and serve those patients in the 
community The only problem was that we neglected to establish a community 
based mental health care system to serve them As a result, the lucky deinstitution- 
alized patients ended up in nursing homes under Medicaid, the unluckv ones ended 
up on the streets or in the criminal justice system The Association wiil not sit idle 
while Medicare patients are forced uut of hospitals still needing care and without 
am place to go If polio makers cannot provide the post acute care services neres- 
sarv under the incentives of the DRG prospective payment system, then it time to 
change the system 

Tilt N1H) FOR ALT* KNATIVhS TO INSTITUTIONAL ( AUK 

It is becoming generally recognized that the greatest deficiency in the present 
heu'th care svstem is the lack of comprehensive financing and delivery mechanisms 
for caring for those with chronic illness 01 disability Unfortunately, the incremen- 
tal development of the existing long term care (LTC> system has resulted in a hap- 
hazard, cumbersome, and too often moffective array of benefits that do not meet the 
needs of an aging population The Association is strongly committed to developing a 
LTC program that provides not just institutional care, but a complete continuum of 
services Services such as homemaker/chore, home health, and nutrition services 
are often more effective than institutional care in meeting the needs of chronic care 
patients 

The failure to develop a serious, comprehensive effort iO link and coordinate the 
management of in-home services, community services, special living arrangements, 
nursing home care, and other forms of long term services wuhin the community, 
has resulted in a long term care system that provides only acute and episodic care 
and institutionally-based services when other services would have been more effec- 
tive and less costlv The risk of not developing these linkages is that society will be 
unable to respond to needs it knows are looming in the future, or to control the 
costs of maintaining a viable I TC program faced with increasing demand and dwin- 
dling resources 

Policymakers have heen relucta.it to approach the difficult issues of linking medi- 
cal and non-medical services to meet the needs of chronic care patients ? n view of 
the demand for services, however, public sector efforts, to establish these linkages 
must become a national priority and private sector financing of LTC services must 
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be encouraged to assure that adequate resouru-s are available to develop a compre- 
hensive communitv-based ^^tcm ot long term care 

In the public se:tor establishing the link between health ^ervues and the broader 
range of social and person.il services requnes changing existing policies* To achieve 
this link, it is necessarv to alter the financial incentives f 0I institutional care that 
curentlv exists Bv providing institutional care a> but one benefit in a case-man- 
aged system of long-term care and b\ providing financial incentives through a pro- 
speetivelv determined amount ot funds, in-home and community-Da*^ ' care becomes 
a more feasible and desirable alternative to institutionalization 

The task of creating the necessar> "structural bridges" between medical care and 
health related services involves building new relationships betv een government pro- 
grams and among different levels ol government Crucial tc this task is developing 
wavs to creatively use funds availabl" through Title XX, the Older Americans Act, 
^nd other federal, state, or local programs Wittm broad federal guidelines, states 
should be free to allocate such funds as needed to develop efficient administrative 
and dehver> alternatives 

In private sector side, the growth in the lunctionally dependen* population re- 
quires that private sector LTC financing mechanisms be developed and offered to 
th^ public Such financing strategies as Social Health Maintenance Organizations, 
Home P'quitv Conversion and private LTC insurance must contribute to the long 
term care financing solution 

A,iRP RECOMMENDATIONS FOR STRENGTHENING THE DRG S\STFM 

AARP has alwavs believed that it is possible to contain health care costs and still 
piovide high quality health care We continue those beliefs We are deeply con- 
cerned, however, that there has not been an adequate effort by HCFA to properly 
monitor and administer the svstern and coordinate contemporaneous policies that 
appreciate the problematic incentives created by the DRG system This must 
change AARP therefore offers the following recommendations 

1 If the Congress freezes DRG rates at 19Sa levels, it should also freeze the transi- 
tion to the national DRG rates 

Freezing the transition to the national DRG rates is necessary to help protect 
those hospitals that will be "losers" undet the national rates If the transition to 
national rates proceeds in spite of the freeze then the "loser" hospitals will have 
even greater problems which, in turn, will aff"Ct patient care Moreover, failure to 
halt the transition in light of the freeze would foster a two tier health care system 
with Medicare beneficiaries relegated tc the lower tier 

2 The Medicare appeals procedures must be changed to reflect the greater benefi- 
ciarv liability under DRGs The changes should include formal hearing records and 
reported decisions under Parts A and B as well as independent hearing examiners 
under Part B 

.1 There must be a single national definition for "homebound" and for "intermit- 
tent" care AARP favors eithe/ Senator Heirz's Home Care Protection Act, S 778 or 
H R 2H71, sponsored bv Congressman Wax man 

4 Existing policies must be changed to establish a link between health services 
and the broader range of social and personal care services Institutional care must 
be onlv one benefit in a case-managed system of long-term care that also provides 
in-home and community-based services 

AARP has long supported a severity of illness index to help adjust hospital pay- 
ments tc reflect high cost patients In the absence of such an index, AARP is ex- 
tremely cautious about aibitrary cuts in the allowance for indirect medicare educa- 
tion costs The indirect medical education co.->ts act somewhat as a proxy for a 
number of factors, such as severity, which may legitimately increase costs in teach- 
ing hospitals 

« AARP bel leves that HCFA must reevaluate its approach to quality of care 
issues through the PROs PROs must he allowed the flexibility and given incentive 
to be innovative — to experiment with new medical review rritena, data profiling 
strategies, physician feedback mechanisms, ph>sician training, and consumer educa- 
tion ideas 

7 The w'aiver of habilit> presumption for Part A providers must not be revoked 
H To validate the numerical reduction in identified medical procedures HCFA re- 
quires of the PROs. AARP supports allocating 0 f> percent of HI revenues to study 
small area practice variations and feedback the information to physicians 

Thank you again, Mr Chairman, for this opportunity to share the views of the 
American Association of Retired Persons on this critical arep of policy 
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In response to a u\ont qtieMionn ore asking for priority in import. met' on issues 
afiectinu the eldrrlv members of A \HP in New Jersev voted as their top pnontv to 
continue the effort to lontroi health c.ire coMs, and to e\p. nd programs m home 
health care 

HistoricalK the health care deli\ei> s\stem has einphiM/ed fin incuil support for 
acute hort term illness, with e\{>ei tations of complete cure The health care needs 
of the elderlv, however, frequently do not fall into that category. Seniors need 
mostlv lontf term care, to be able over time to adapt themselves to "limitations that 
are not neawsarilj totallv curable, such as the effects of a stroke Hospitalization is 
usual Iv not needed for this type of care, and nursing home care is frequent 1\ pro- 
inbitivelv expensive, or available onl> under the sometimes humilatintf documenta- 
tion needed to qualifv for Medicaid Even there, seniors with Medicaid support have 
complaints that thev are bem^ exploited bv uonecessarv testing, padding of bills, 
and drutf experimentation in nursing homes 

Home health care, in these circumstances, is an alternative that offers the securi- 
ty offaiuil} and familiar surroundings, and- provides the best setting in which maxi- 
mum adjustment to a crippling illness can take place It needs to be funded on some 
systematic basis, so that the professional and para professional care that is needed 
can be made affordable over the long term The includes not only medical services, 
but social counseling, friendship support, and so forth 

In d more long term preventive way, private insurance companies need to be en- 
couraged to develop insurance protection, with reasonable premiums, whkh would 
pav, at least in part, for long term care in a home setting especially if it follows 
catastrophic illness 

All of these com rns are made even more important now that the ORG system of 
reimbursing hospitals is result 'ng in shorter hospital stays, and increasing the 
demand for community based care and supportive services in a post-hosoital situa- 
tion K 

Charges in the deliver v of health care are occurring so fast in recent \ears that 
seniors are losing any sense of security and stability in what to expect Yet a per- 
son's health is rt basie condition which determines much about the kind of life an 
individual ha.s With seniors spending more ol their income on health care than any 
other group in the population, it is of great importance that their needs ought to be 
made affordable im them, and their lives made more comfortable and more secure 
b\ the development of effective public policv in thi field 

Thomas Wmm. 
Chairman State legislative Committer AAHP 

Mr Saxton Thank you very, ver\ much, Mr Heeran We are 
old friends We have beer together for 10 vears, I guess 
Mr Heeran At least 

Mr Saxton We are verv pleased to have with us fiom Congress- 
man Jim Howard's office/ and, incidentally, we work closelv with 
Congressman Howard on matters such as this, Mr Glenn Ruskin, 
who is the district representative for Mr Howard 

Glenn, you are on 

STATKMKNT OF (JLENN Rl SKIN. DISTRICT REPRESE\TATI\ K. ON 
BEHALF OF HON. .JAMES J. HOWARD. A RKPRESKNT \TI\ K IN 
CONGRESS FROM TDK STATE OF NEW JERSEY 

^ Mr. Ruskin Thank you very much, Mr Chairman. Congressman 
Smith and Congressman Tauke 

Congressman Howard had to go back to Washington this morn- 
ing to take care of business with the Public Works Committee, but 
he has asked me to come here today and give his testimony 

In the interests of iime, I am going to try to summarize his testi- 
mony 

The gist of the Congressman's comments today had to do with 
the peer review organization in the State of New Jersey, which is 
under contract with the Federal Government, and what the Con- 
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gressman did was distribute a 15-question survey to thousands of 
Medicare-eligible individuals in the third congressional district 

I think it is important to try to summarize some of the responses 
that we had as a result of that survey, and I have left copies of the 
results of the survey with the staff for inclusion in the record. 

First. I would like to just say that, again, the PRO is a private 
corporation under contract with the Federal Government to over- 
see and reduce hospital admissions and lengths of stay. The PRO 
regulations were implemented last year by the Health Care Fi- 
nancing Administration, and now Medicare expenses in States and 
regions around the country are being monitored by PRO doctors. 

The Congressman's survey revealed that 75 percent of the 3,182 
seniors responding were under a doctor s care for the treatment of 
a condition requiring regular visits From this group, 2,39n, the fol- 
lowing was learned* 75 3 percent are being reimbursed by Medicare 
for their conditions; 22 8 percent received notice that their treat- 
ments were being limited; 15 3 percent received notice that their 
trertments were no longer eligible 

Of all 3,182 responding, 720 individuals were admitted in the last 
year to a hospital on an emergency basis. Of these 720. 33 4 percent 
had at leaet part of their claim denied, with some having their 
entire claim denied. 

Of the 41)7 who reported to have a planned hospital admission, 
75 (j percent hac at least part of their claim denied Of those who 
had emergency admissions or planned hospitalizations, 16 percent 
were subject to PRO review, and 10 6 percent believed they were 
discharged too soon as a result of the hospitals utilization review 
committee or the PRO 

Onlv S percent of all respondants took advantage of their right to 
appeal claim denials A very high percentage of those seniors 
under a doctor's care for treatment of a condition reported their 
medical care would be adversely affected if Medicare payments 
were eliminated or restricted— 72 percent could not afford treat- 
ment if their payments were eliminated, and 32 percent said they 
would not seek treatment at all i f payments were eliminated or re- 
stricted 

Most seriously of all. five individuals alleged that the death of a 
friend or family member was related to his or her premature dis- 
charge from a hospital One Monmouth County woman wrote, 
"Medicare dec Jed my husband couM not stay longer in the hospi- 
tal, had to transfer him to a nursing home, and he died 4 days 
later Doctor had no control of keeping him in the hospital " 

Outside of doctors believing they have no care or longer control 
over their patients, they also fear lawsuits. 

Judging from the intensity of the opinion from my district, other 
Members of Congress will soon be hearing from thei** older con- 
stituents. Over 75 percent of all individuals respoi ding to the 
survey indicated they do not believe it is in their best interests to 
allow a Medicare's carrier medical stamp with a PRO t< have a 
direct influence on the medical care recommended by the treating 
physician, the attending physician in a hospital when admitted in 
an emergency, determining when patients are to be discharged, ot 
determining if part of the patient's hospitalization was necessary. 
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Mr Chairman, the elderly must now deal with a medical deliv- 
ery system that is successfully containing costs, but is not always 
providing quality care PRO's were originally intended to contain 
costs and provide assurances of quality care* but somehow, in the 
implementation of the PRO regulations, quality has been virtually 
ignored, and the— all the emphasis placed on cost control. 

Second, I think the Congressman wanted aiso to pass along the 
need for a VA outpatient clinic here in Ocean County He has 
worked closely with you and cosponsored a bill introduced by Con- 
gressman Smith, and I believe that that is a very important thing 
that is needed here in Ocean County, and I know that he would be 
appreciative of working with you in the future on that 

Thank you very much 

[The prepared statement of Representative Howard follows ] 

Prm'akkd Stathwfnt of Honorable Jav.es J Howard, a Ht prtm- n j a tivf in 
Conoress From thk State at Ni-w Ji.rsky 

Mr Chairman During the month of May, 1 distributed a l.Vquestion surve\ to 
thousands ol Medicare-eligible indi\ lduals in the Third Congressional District The 
purpose of the questionnaire was to determine the degree to which Medicare cost- 
cutting measures were affecting the quality of health care provided to senior citi- 
zens in nn district 

1 was first alerted to vvhat seemed to be new problems with Medicare coverage by 
constituents who had been denied reimbursement as result of a decision by the Peer 
Review C rgani/ation (PRO) in New Jersey Further research revealed that while 
mam government officials were hailing the budgetary success of the new PRO and 
other Medicare cost-cutting measures, no one hau tried to find out how these meas- 
ures were affecting the health care of older Americans ln fact, ] am told by the 
staff of your committee that my questionnaire may well be the onl> large-scale 
sur\ev to date of the impact of the new rules and regulations 

Asa result of the survey, I can state unequivocally that the quahtv of health care 
provided to older Americans is suffering under the new initiatives, particularly the 
new PRO system 

The PRO is a private corporation under contract with the federal government to 
oversee and reduce hospital admissions and lengths of stay PRO regulations were 
implemented last year by the Health Ca^e Finance Administration and now Medi- 
care expenses in states and regions around the count rv are bein ; monitored by PRO 
doctors 

My survey revealed that 7.*> per cent of the :\\H2 senior citrens responding were 
under a doctor's care for the treatment of a condition requiri lg regular visits From 
this group of L\:WH. the following wa; learned 7.*> H per cent are being reimbursed by 
Medicare for their condition, '2'2X per cent received notice their treatments were 
being limited, la A per cent received notice their treatments were no longer eligible 

Of all .U82 responding. 720 individuals w Te admitted in the last vear to a hospi- 
tal on an emergency basis Of these 720, M 4 per cent had at leas, part of their 
claim denied, with some having their entire claim denied Of the 197 who reported 
to have had a planned hospital admission, 7o (i per cent had at least part of their 
claim denied 

Of those wno had emergency admissions or j mn^'d hospitalizations, 1 f> per cent 
were subject to PRO review and 10 fi per cent believe they were discharged too soon 
as a result of the hospital's Utilization Review Com mitt to or the PRO Only eight 
per cent of all respondents took advantage of their right to appeal claim denials 

A very high percentage of those senior citizens under a doctor's care for treat- 
ment of a condition reported their medical care would be adversely affected if Medi- 
care payments were eliminated or rest-icted Seventy-two per cent said they 
couldn'* afford treatment if their payments were eliminated and '.VI per cent they 
wouldn't seek treatment at all if payments were eliminated or restricted 

Most seriously of all, five individuals alleged that the death of a friend or family 
member was related to his or her premature discharge from a hospital One Mon- 
mouth County woman v rote, "Medicare decided my husband couldn't stay longer in 
the hospital Had to transfer him to a nursing home and he died foui "day^ later 
Doctor had no control of keeping him nn the hospital) " 
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Doctors believe the\ are losing control over tlv care of their patients They fear 
lawsuits Individual hospital utilization reuew committee*- are caught in the middle 
between trying to assure propter care and responding to exti aordinar) PRO pressure 
to reduce admissions and lengths ol stay 

For instance, the PRO in New Jersey set a goal of cutting hospital admissions 
statewide b\ 15,46!) over a two-year period When the PRO denies Medicare reim- 
bursement for all or part of a hospital stay, it is the hospital winch must pa> This 
is a real threat to the solvency of New Jersey hospitals which have been operating 
under a strict cost containment plan longer than hospitals in most other states 

Judging from the intensity of the opinion from my district, other Members of Con- 
gress will soon be hearing from their older constituents Over 75 per cent of all indi- 
viduals responding to the sur/ey indicated they do not believe it is in their best m- 
terst to allow a Medicare carrier's medical staff or the PRO to have a direct influ- 
ence on the medical care recommended by the treating physician, the attending 
phvsican in a hospital when admitted in an emergency, determining when patients 
are to be discharged, or determining if part of the patient's hospitalization was "un- 
necessary 

Finall>, 85 percent of the total responding stated that they do not believe senior 
citizens seek medical attention more often than necessary because they have Medi- 
care, and 77 per cent said that the elderly often fail to seek medical attention be- 
cause they are worried about paying bills 

Mr Chairman, the elderly must now deal with a medical delivery system that is 
successfully containing costs but is not always providing quality care PROs were 
originally intended to contain costs and provide assurances of quality care, but 
somehow, in the implementation of the PRO regulations, quality has been virtually 
ignored and all the emphasis placed on cost control 

Certain lv, many point to the decline in hospital use as a measure of the success of 
cost containment efforts in the Medicare program But simply, the cost burden is 
only being shifted to other areas — primarily to our nation's retired, who are being 
told they will carry more of the burden or forgo recommended treatment 

I intend to do all I can to alert Members of Congress to the serious situation exist- 
ing in oar health care system and to bring about reforms I urge you, as Members of 
the House Select Committee on Aging, to begin an inquiry into this situation from a 
national perspective All parties to the problem must devote full energies to finding 
a wa> to successfully bring down medical costs without endangering the health of 
oldei Americans 

Mr Chairman, if you have any questions regarding my survey, my staff assistant 
Glenn Ruskin will take your questions and I will submit answers for inclusion in 
the record I am also submitting for the record a chart summarizing most of our 
survey findings and a copy of the original questionnaire 

Finally, Mr Chairman, I want to add a few comments regarding my support for 
the establishment of a VA outpatient clinic in Ocean County 

The VA currently has under review the 1984 Medical District Program Planning 
Study (MEDIPPs) MEDIPPs uses a sophisticated computer projection to predict the 
medical needs of the individual medical districts Ocean County is part of Medical 
District IV, which is comprised of New Jersey, Delaware, Maryland and Pennsylva- 
nia 

The MEDIPPs draft has identified Ocean County as the area with the greatest 
projected need in District IV for increased health care for veterans I am pleased 
that the draft has been transmitted to VA Administrator Harry Walters from the 
Chief Medical Director for final approval 

The minimum threshold requirement used by the VA to establish a satellite out- 
patient health care facility is 21,000 patient visits a year the projected use for a 
clinic by 1990 in Ocean County is 52,000 visits a year In other words, the need is 
nearly two and one half times greater than the figure used to justify the establish- 
ment of a facility 

It is for this reason that I submitted testimony on March 5, 1985, to the House 
Subcommittee on Hospitals and Health Care urging inclusion of funds in the budget 
at the earliest possible time to construct an outpatient facility in Ocean County I 
have joined with the entire New Jersey Congressional delegation in cosponsonng 
H R 1424, sponsored by Rep Chris Smith, directing the Administrator of the VA to 
build this clinic I have written to Budget Director David Stockman and VA Admin- 
istrator Harry Walters requesting expeditious approval of necessary funds Finally, 
I have received personal assurances of support from Congressman Sonny Montgom- 
ery, Chairman of the House Committee on Veterans Affairs 
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In short. 1 remain committed to the establishment of this facility at the earliest 
possible time 1 recogni/e the fiscil constraints imposed b\ the into'erable budget 
deficit the countn is row running We must make e\er> effort to eliminate wasteful 
government expenditures so that the real needs jf our lountrj ma> be met Howev- 
er, when a real need such as the Ocean Count \ veterans ehna presents itself that 
need must be met 
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Responses to Third District Medicare survey 



Seventy -five percent of the 3.182 senior citizens responding said they were under * 
doctor's care for the treatment of a condition requiring regular visits From this grou p of 
2 39H the following was learned 

75.3% are being reimbursed by Medicare for their condition 
22.8% received notice treatments are being limited 
15 3% receive d notic e treatment s are no longer eligible 

Of all 3 182 responding, 720 individuals were admitted in the lastyear to a hospital on 
an emergency basis and 497 had a planned admission to a hospital Medicare denied a 
high percentage of our respondents at least part of their claims 

Emergency hospital admissions 720 (100%) ' 



j Claims denied \ 241 (33.4%) 



Planned hospital admissions 4 97 (1 00%) 



Of those reporting mergency admissions or planned hospitalizations. 16% were 
s jbject to PRO review and 10 6^r believe they waredit charged too soon as a result of the 
hospital s Utilization Review Committee or the PRO Only eight percent of all respond- 
ents took advantage of their r.ght to appeal claim denials 

A very high percentage of those senior citizens under a doctor s care for treatme it of 
.i condition reported their medical care would be adversely affected if Medicare pay- 
ments were eliminated or restricted 

[ Under doctor's care_for treatment 2,398 (100%71 



Claims denied 




! Couldn't afford treatment ifpaymento eliminated] t 723 (71.8%) 



\ Wouldn t aeek treatment 
I if payments restricted 



771 (32 l<?c) 
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Mr Saxton Thank you 

I just have one quick question of this panel One of the differ- 
ences that was pointed out by Mr Pierce between the Federal 
system and our State system is the fact that charges that are in- 
curred by patients in hospitals that are not covered under the DRG 
system cannot be passed on to anyone else, and that seems to be a 
r lriy, maybe the major, difference as far as what I can see in how 
the two systems operate 

Is that what makes the New Jersey system more efficient, and, if 
it is more efficient, costwise. because of it, do you see it affecting 
medical care? 

Mr. Pierce. I believe that from the work that we have done, the 
data that we have seen, the answ r er is yes, that is the reason that 
the hospitals in New Jersey are more efficient than most of their 
colleagues around the country in that it is an all-payer ^ystem, and 
the hospital and its medical staff have to be devoted to using their 
scarce resources wisely. 

Now, the second question was, does that have an impact on the 
quality of care? And our study, and the studies done by the 
PSRO's, the data that v e have accumulated, what we have seen 
from the outside is there is no statistical evidence that in any way 
there has been any diminution of quality 

Remember, even under the DRG system, New Jersey or national, 
it is still the physician who is the discharging authority, not the 
hospital or anyone else It is true that the PSRO says this is when 
you are in danger of losing payments and that has been pointed 
out many times is a private organization funded by the Federal 
Government. 

Mr. Saxton May I ask Jim Schuessler for his response to the 
second part of that question relative to the quality of care 9 

Mr. Schuessler Yes I think that the relationship here is one 
which is difficult because there is no single agency responsible for 
it I think that Charlie pointed that out very clearly That is, that 
the reimbursement system, which focuses on the income, the reve- 
nue to the hospitals, is one which, in New Jersey, is controlled 100 
percent by State government, and whether one embraces that con- 
cept or not is irrelevant to our discussion here 

It is New Jersey State government which controls the reimburse- 
ment system. The PRO system, where oy a contract agency of the 
Federal Government comes in independent of the hospital, inde- 
pendent of the attending physiciar, and, in fact, independently of 
State government and its reimbursement system, and makes deter- 
minations on an after the fact basis as to whether or not there 
shall be reimbursement for a particular patients care, is one that 
smacks of inequity It creates, I think, the tension that you are 
hearing from your constituents, and it creates a perception that 
there is something amuck 

Now, I am not in the possession of statistical evidence that docu- 
ments the efficacy of the PPS system one way or the other But, 1 
have heard the same lll-at-ease concerns that all of you have ex- 
pressed earlier in the day with regard to ou r patients' and your 
constituents' concerns that there is a series of pressures at work in 
our society and in our health delivery system that are, in some 
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can's, preempting the best judgment oi the attending physician, 
and I think that it is in that area that mam of us have great con- 
cerns 

Again, that is independent of the reimbursement system, wheth- 
er it conies through the Federal PPS system or, in New Jersey, the 
all-payer system 

Mr Saxton Thank vou 

Mr Tauke 9 

Mr Tauke I have no questions 
Mr Saxton Mr Smith 

Mr Smith In the interests of time, I -vill be brief 

Mr Pierce, you indicated that the waiver for outpatient services 
has not been provided 

Could you tell the committee why that decision was arrived at, 
and how do you assess New Jersey's chance in court? 

Mr Pierce The official reason why Medicare declared 
"unaDprovable" our waiver was that it would cost more than Medi- 
care system on its own This is obvious We said that in our appli- 
cation, that it would cost more because we had uncompensated care 
added on to it 

Our belief is that the whole system being so efficient, we docu- 
mented, we will have enough savings on the inpatient side we can 
take care of the uncompensated care on the outpatient side 

Medicare, in one of our many meetings, their staff said, well, 
that is our decision We decided to separate part A, part B We said 
that that is foolish 

We have in New Jersey for 4 years, o years now, a hospital reim- 
bursement system that incorporates both, and that is what we are 
in court arguing about 

We also believe that the statute says that HCFA or the secretary 
must give payment or give a waiver for hospital reimbursement 
system We do not believe it is separated into part A, p?rt B. 

The Federal court will decide, or at least look at the issue, on 
Wednesday Our attorneys are saying it becomes very quickly a 
technical question, 50 /.*>() 

Mr Smith. Thank you 

Mr Schuessleh I appreciate that your question was very narrow 
and Mr Pierce has responded to it appropriately on a very techni- 
cal basis But, I would just like to offer a more generic response on 
behalf of the patients that our hospital serves in the sense that I 
have, in the sense that they give to me. is that the Federal Govern- 
ment has failed us. 

Medicare has piomised what our Government seems unwilling 
any longer to pay for. and I know that that may be an oversimplifi- 
cation ,% an exceedingly complex issue. But, I think that you 
should be aware, if you are not already so, that the elderly popula- 
tion of this country is losing confidence in its Governments ability 
to govern, at least as it pertains to the provision of health care ben- 
efits for the elderly, and increasingly the providers find themselves 
caught in the middle of a morass that is the creation of expecta- 
tions on the part of the public that were reasonable expectations in 
terms of the rules as they were established. 

But, as thoce expectations become increasingly difficult to fund, 
we are in for a lot more frustration, and I hope that your commit- 
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tee will take that into consideration as \ou develop an approach to 
meeting the problem 

Mr Saxton Thank you all very. very much for vour help this 
afternoon, and thanks for bein^ with us We feel that we have 
gotten a great deal out of what you have told us, and, in particular, 
I think, the difference between the way the State of New Jersey 
operates and the Federal Government, and I think we have learned 
a great deal. 

Thank you very much 

The first person from the public is Mr Tom Colitsas. who is here 
on behalf of Mayor Jack Rafferty, Hamilton Township, NJ OK 
Okay. 

STATEMENT OF TOM COLITSAS, ON BEHALF OF MAYOR JACK 
RAFFERTY, MAYOR OF HAMILTON TOWNSHIP, NJ 

Mr Colitsas Thank you very much, Mr Chairman, Congress- 
man Tauke, Congressman Smith I have hexe Mayor Rafferty s pre- 
pared statement which I will read for the record 

[The prepared statement of Mr Rafferty follows j 

Prepared Statement of Ma\or John K Raf»prt\, Toms River, NJ 

Good morning. I dm Jack Rdffert>, Mavoi of Hamilton Township. New Jersev 1 
welcome the opportunity to again testify before this Committee Congressmen 
Rovba! Smith. Tauke and particularly Congressman Saxton are to be commended 
for having this regional hearing and providing those people in the front lines, so to 
speak, the opportunity to convey their views to our representatives in Washington 

This is a fine example of government corning to the people to find out the facts 
rather than forcing the people to take their concerns to the policy makers The 
health care of America's elderly is. as I testified before this Committee in Princeton 
a couple of y^ars ago. an area of vital concern to me and to mv constituents I 
think Hamilton is a microcosm of the concerns of this Nation's elderly Between 
1970 and VM) in Hamilton we had an increase of almost 40 percent in the rumber 
of persons over age <m As an elected official at the ioLal level I believe it is vitally 
important that we have these periodic regional hearings where we are given the op- 
portunity to convey what we have heard from our constituents to our elected repre- 
sentatives in Washington 

As vou may know. Hamilton is one of the largest municipalities in the State of 
New Jersey and one of the fastest growing During the last decade our rate of 
growth was more than double that of most of the State There appears to be two 
problems related to the access to hea'th care for our elder) v that vou must address 
In many instances there is an absolute shortage of practitioners or facilities to serve 
the needs of the elderly in a given area, while at other times, population shifts 
cause a maldistribution of the needed health care resources As elderly populations 
dramatically increase in an area, the health care resources may lag behind the pop- 
ulation growth Hamilton is a typical example 

While most of your attentions have rightfully been directed at the financing of 
the health care services, you should also consider creating incentives so that the 
health resources are located for the access of our senior citi/ens Whereas Trenton 
our sister community, has experienced a significant decline in its rate of growth of 
their population, we are experiencing an increase and, with this increase and par- 
ticularly with the growth or our elderly population, comes all the concomitant prob- 
lems associated with the elderly and their health care which is of paramount con- 
cern to America's semrn citizens I hear these concerns every dav and I cannot 
thank you enough for having th s regional hearing where I can transmit these con- 
cerns and my recommendations to you elected u presentatives I have watched care- 
fully the trends in health care in America and have sought advice and counsel from 
those more knowledgeable on this subject than myself This I felt I owed the senior 
citizens of my constituency just as you owe it to all America's senior citizens 

Let me now turn my remarks to the purpose which is Prospective Payment As I 
noted some two years ago in my testimony before this Committee I laude the Pro- 
spective Payment endeavor which has compiled a commendable record of achieve- 
ment I would wholeheartedly indorse ttV sentiment, «xpiessed in the June 11th 
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Congressional Retard bv Congressman Tauke where he entered fur ihc record the 
lead editorial from the New York Times of the same da,v Ye^ Prospective Payment 
has been a victory of social policy but, and there is the big word, it must not be 
taken or viewed as the be-all and the end-all Whereas everyone is to be commended 
from Secretary Heckler to Carol vne Davis, as noted in the remarks of Congressman 
Tauke. it should also be pointed out that there are new horizons and new problems 
that surface as a consequence of Prospective Payment For all the praise that can 
justifiably be heaped on the altar of Prospective Payment, the concerns of social 
policy that 1 alluded to in my Princeton testimony aie still with us To some extent 
they have been exacerbated by the enactment of Prospective Pavment Let me elab- 
orate on this last point 

Prospective Payment has indeed done much to make hospitals more cv~t con- 
scious, and more efficient It has reduced the length of stay significantly over what 
had previously been the case and has turned around the curve of continual Medi- 
care cost increases at rates that are two and three times the consumer price index 
This is commendable But how does this translate into out-of-pocket health care 
costs for America's elderly 9 From what 1 am hearing it increases their costs and the 
concerns 1 raised at Princeton have vet to be addressed We do not have catastroph- 
ic coverage yet America's elder lv are still at risk for untoward health care costs 
should they be subject to a stroke or some other type of long term illness Do we ask 
their families to bear the brunt of these costs'' 1 think not, 1 think the issue now to 
be faced in Washington is how do we take a good thing and make it better 1 speak 
here about catastophic coverage for health care expenses 

1 have read the recent recommendations of the Social Security Advisory Council 
which, as you know, focused on Medicare In that report 1 noted that catastrophic 
inpatient, acute, and outpatient care was immediately affordable to Americans for 
the modest sum of approximately $50 00 a year To the members of this Committee 1 
wou'd say that a? a Mayor 1 know not what it takes to make this happen but 1 
would urge you to make it happen The costs are small and the needs are great The 
only missing ingredient is Congressional action to make it happen Don't leave 
America's elderly at risk ibr astronomical expenses If you take any message back t^ 
Washington from my testimony take that back 1 would even venture to guess, that 
the mental peace that would accompany the known fact that they were covered for 
catastrophic illness would actually reduce Medicare's health care expenses 1 

The baton has been passed to this Committee and 1 hope my input has helped you 
in your task to do something about the follow -on to Prospective Payment 1 am tre- 
mendously concerned when 1 hear Senator Heinz state in public that "Medicare pa- 
tients, as a consequence of Prospective Payment, are being discharged quicker and 
sicker and some may even be discharged prematurely " Senator Heinz who, as you 
know is Chairman of the Senate Special Committee on Aging, has stated that older 
patients are "being sent out into no-care zones without access to health care they so 
urgently need" Senator Heinz s remarks are prompted by a recent General Ac- 
counting Office report 1 obviously did not come to tell you what, 1 am sure, you 
already know But let me tell how that translates in my area In Hamilton we have 
three nursing homes Donnelly which is run by the County and is the only nursing 
home that accepts Medicaid patients, it has a capacity of approximately 210 beds 

We also have a nursing home in Mercerville and we have St James Nursing 
Home The total capacity of these three facilities is appnui mutely 4.~>0 beds, Mercer- 
ville with 100 and St James, 120 beds In each facihtv we have waiting lists and, as 
1 mentioned earlier, 1 have an elderly population which has increased almost 40 per- 
cent over the last ten years My question is, where do those needing long term care 
go 9 This (juestior is one for which 1 do not h'ive the answer hut which needs, as 
Senator Heinz has amply noted, serious consideration "No-care zones" are incon- 
sistent with a global health care strategy 1 have no evidence that indicates that 
hospita' . are tending to discharge patients early because their DRG payments have 
run out, however, 1 do know from my own locality that a full spectrum of care is 
desperately needed 

We are Kving now through a period of five generations of Americans This phe- 
nomona should not be taken lightly as, <md 1 cannot *peak for Biblical times, this is 
a first in the historv of the world 1 recently visited a nursing home in my locality 
where a wo;.»an said, "Mayor, 1 have to run, 1 have to get home and take care of my 
granddaughter." This woman was visiting her grandmother Five generations of 
Americans who are being supported by one, at best, two people's pavroll tax This 
tax funds the Medicare program and the Social Security program Again 1 r J >n't 
want to appear pedantic but I'm told when the Social Security program - .irted 
there were 17 people paving in for each person collecting Now we have less than 
four people paving in for each person collecting and I've read that, by the year 2000. 
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we will have two people paving m for even person collecting Take this statistic, 
two people paving in for ever v person collecting and couple it with the fact that we 
are going to have in the United States m the \er\ near future, better than one 
hundred thousand people who are over lull \ears old Members of Congress the de- 
mographics are swamping the Medicare program I wish I had the answer but I do 
not but I do hope I eon-ev that >our task as members of th» Select Committee on 
Aging is nothing short of monumental We have always been caring democracy 
and we are going to have to care for more and more elderlv Americans Where are 
these funds going to come from I am confronted at the local level with budgetary 
problems and I know we now confront a S200 billion deficit at the National level I 
don't think ihat the United States must become a socialistic country, but I also 
think the innovative thinking is needed on how we are going to take care of Ameri- 
cas elderlv I ask you to put your minds to the task of coming up with the answers 
and that is pnmanh why I have presenttd th.s testimony todav 

It may well be, as several have indicated in the literature, that capitation ap- 
proaches to health care are the answer I've noted that in the last year the rate of 
growth of prepaid health care programs in the United States has more than doubled 
the rate of the prior year which had also set a record rate of growth It would not 
surprise me that in the forseeable future a significant portion of our elderly are en- 
rolled in health maintenance organizations or competitive medical plans My con- 
cern that I wish to bring to this Committee however is, will these plans be estab- 
lished in areas that will adequately serve the elderly' 1 Is there ever going to be a 
sufficient demand for the development of a prepaid capitation program, in, Seaside 
Heights, New Jersey or Dubuque, Iowa or Minot, North Dakota 9 A pluralistic ap- 
proach is probablv what is called for While capitation may fix manv of our prob- 
lems with respect to the full spectrum of care, we need to" think about how to fix 
catastrophic coverage and also long term care coverage for America's elderly that 
capitation is not going to address Capitation is a partial solution to the health car? 
problems we face It is not, as I said about Prospective Payment, the be-all and end- 
all 

Members of this Committee, as I said at the outset, I do not have all the answers 
But someone once remarked to me that a good question beats a good answer The 
knowledge and the resources that Washington can bring to bear on this vital issue 
are far greater than what I. as Mayor of Hamilton Township, can bring to bear I do 
hope, however, that I have surfaced some concerns that vou will studiously look into 
in Washington I look to this Committee to come up with an innovative and creative 
approach for meeting the health care needs, including catastrophic coverage, to a 1 ! 
the elderly of America Just as you have set new horizons with Prospective p iy- 
ment, new horizons can now be set on these other concerns which are foren. . in 
the eyes of our elderly citizens 

In closing my testimony let me. again, reaffirm what I said before this Committee 
in and I quote "I am particularly concerned that needs of our older American s 
be given the thorough and proper Consideration in the councils in Washington that 
they rightfully deserve These people in the twilight of their years, the Americano 
who were responsible for the growth and development of this great Nation are in- 
creasingly finding that health care is depriving them of everything they have 
worked a lifetime achieving, that is a happy and comfortable retirement " Members 
of this Committee I still believe this and I still think your task, while you have 
moved out in the right direction, is yet to be fulfilled Give America's elderly the 
peace of mind that they deserve 

Let the next editorial that appears in the Congressional Rixord be the banner an- 
nouncing the enactment of catastrophic coverage for America s elderly, I urge you, 
don't let your task be half finished 

I trust my comments have been helpful and I again wish to thank all the mem- 
bers of this Committee for this opportunity to express them I look forward to future 
regional hearings of this nature and you ma> be sure I shall keep my ear to the 
ground and relay to you and vour colleagues the concerns that I hear so often from 
the elderly American^ residing in my jurisdiction 

Mr. Saxton Thank you Real good to see you again 
Ms Squitieri. 

Ms. Squitikki Perhaps I should go to this side I do not like to 
turn my back to people 
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KTATKMKNT OF MS. SQl ITIKRI, SKMOK ( ITIZKN 

Ms Squitieri Thank you Thank you ver\ much You have to 
excuse my voice I have a bad cold, but it is much better now I had 
a very bad cold 

I want to thank you for having this hearing, I guess I should call 
it a hearing, for listening to us 1 fhorght there were supposed to 
be more of you 

Mr Saxton There weie but Congressman Hertel from Michigan 
could not make it 

Ms Squitieri I also want to thank Congressman Saxton I very 
much appreciate your letters in response to mine, and vou certain- 
ly keep me up to date 

I am also very appreciative of your helping out and sticking with 
us because 1 come from a community, a particular community, of 
senior citizens So, what you do for us is greatly appreciated 

Is this seminar something just for Medicare or are there other 
things to be taken up ,? 

Mr Saxton. We have an agenda which was health care for the 
elderly The first part of the program was health care for aging 
veterans, and that is the subject of the hearing. 

If you have something that you think is important, if you want 
to take a minute and discuss it, OK 

Ms Squitieri. Well, I would say this, that as an elderly person, 
we are all very deeply concerned with, right now, the proposed, of 
course, as you know, the budget The Senate voted against it, and 
the House has voted for defense The House voted against the 
budget — I mean, the House voted against the defense and for the 
COLA's 

Now, it seems kind of ridiculous that one could pick defense 
against the needs of the elderly, do you not think 9 I mean, one can 
at least be— it is incredible 

Mr Saxton Well, what happens with the budget process in 
Washington, DC, is the Senate does its thing 

Ms Squitieri 1 know. I know r 

Mr Saxton [continuing] And the House does its thing All I can 
tell you is that there were four budget proposals that we voted on 
in the House. 

The one that passed had COLA s in it The three that did not 
pass also had COLA's in it So that every proposal that came out of 
the House had provisions for COLA's in it 

In addition to that, the House, J think, has committed itself to 
full COLA's even in a more strong way because following the adop- 
tion of the budget that passed, there was an attempt by a Member 
of Congress to freeze COLA's for 1 year, and he had lost over- 
whelmingly. 

Ms Squitieri I see 

Mr Saxton So, all I can tell you we do not have a lot of control 
over what is going on in that Senate/House conference committee. 
All I can tell you is that the House has one commitment, that is 
very strong, that almost evervbody agrees on, and that is the reten- 
tion of COLA 

Ms Squitieri I wish you a lot of luck with it 
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The other thing that ve are concerned with is, of course, what 
everybody 13 concerned with here We seem to be getting less and 
paying more and more, and besides being threatened by the 
COLA V„ we are being threatened by cuts in Medicare, and we have 
been getting them gradually more and more 

I wish we could have someone from your staff just live here for 
awhile with us, and see what is happening around here My time 
goes between my friend, who is bedridden and cannot get out, to 
another one in a nursing home, who has Alzheimer's disease, and 
it seems kind of funny that the elderly should be taking care of the 
elderly, but that is what is happening. 

Some of them do not want to go to their children's homes, be- 
cause, well, as one woman explained, this may sound kind of 
funny, she said I went to my son's for Easter and came back with 
the most awful cold. My daughter-in-law had the windows open all 
the time Well, of course, that is one wav of getting rid of your 
mother-in-law. I knew J know that 

Younger people have their houses at one temperature and the el- 
derly have their houses at another temperature, and never the 
twain shall meet. 

Well, besides the higher premiums for Medicare, we get higher 
Blue Cross and Blue Shield premiums, and that is out of sight It is 
absolutely ridiculous We get very little 

I switched to AARP recently and I am hoping that that is going 
to be better. 

May I suggest that we have a committee established to suggest 
health systems in other countries? I know that in Canada people 
are very satisfied up there with theirs, and in other countries- 
back in 1983 or 1980. we ranked fifth in the benefits to the elderly. 
That is kind of pretty awful for a country as great as ours, which I 
think is No 1 in the world. 

Why should a family be penalized just for putting Alzheimer's 
patients in a nursing home? I am sure that people should be able 
to pay for their homes, but it seems to me that $2,000 a month for 
a nursing home is very stupid, and $2,000 a month is what we pay 
around here, and if you do not have it, God help vou You are on 
Medicaid where you are down at the bottom of the barrel, and we 
can wait for months for a bed. 

So, I would hope that you could have some— things like a ciga- 
rette tax. I know that Mr. Helms would scream, but a cigarette tax 
might help pay After all, it is their patients, thpir people, who are 
putting— who are mounting the costs for nursing, the lung pa- 
tients, the cancer patients 

It makes sense I had another suggestion here. I think that 
young people should be better informed as to the benefits of Social 
Security to them They think it is way off when they are going to 
be old. They do not realize that their children are— if there is a 
family and somebody in that family dies, their children will bene- 
fit It never comes to their minds, they do not think of it that way 

In some cases, there is mounting antagonism against the elderly. 
There is meanness in the land, and I think not only does it show 
up that way, but, for example, the meanness in putting taxes on 
our property here really amounts to an additional property tax for 
us, and they will not allow us a reduction for our homes' That is 
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another perpetration on the elder]* Hew mam blows can the el- 
derly stand 
Thank you 

Mr Saxton Thank you very much for youi testimony We really 
greatly appreciate your taking the time to come here, and I am not 
sure whether we have somebody who wants to come and visit or 
not, but I will ask. 

Mr Tauke Mr. Chairman. I have to depart, but I just want to 
say to you that after that great testimony, I hope that all Members 
of Congress will support my bill for a 32 cents tax on cigarettes up 
from the current 16 c^nts, and 24 of 32 cents goes into Medicare 
trust fund to pay for some of the programs that we have been talk- 
ing about here this morning 

And, so, I like your idea. Thank you. I would also congratulate 
Jim and thank him for inviting us. Sorry I have to leave before 
some of vou have testified I will read what you say when the re- 
porter gets it put together for us 

Thanks very much 

Mr Saxton I believe it is Mr Giubardo Is that right'' 

STATEMENT OF MR. (ill BARIK), VETERAN 

Mr. Giubardo. That is right How much of the cigarette money is 
going to the veterans for rehabilitation 9 Keep that in mind, too I 
would like to — is the other Congressman leaving, too 7 

Mr Saxton. They have a plane to catch. 

Mr. Giubardo. Do not forget the veterans when you vote 

Mr. Saxton. They do have an airplane to catch 

Mr Giubardo Congressman, I just have a few words I would 
like to bring up about the veterans, increase in the aging veterans. 

I think the Government has let us down, No. 1 Keep that in 
mind The other thing is that from listening to all these witnesses 
we had about the aging veterans, all I got out of that is that there 
are two things that are roadblocks for the aging veteran. The first 
one is the Government will not spend any money for the aging vet- 
eran The second one is they are not dying fast enough. 

That would settle it for them right away, if they died fast 
enough, they would not have to worry about financing all these dif- 
ferent plans they got for the aging veterans 

I myself am a veteran I am also military i^tired, and getting 
back on the subject of veterans affairs, now thev are starting to 
affect the military retirement, which was given all kinds of prom- 
ises when we got out of the servic? 

I — most of my medical problems are taken care at Lake Heart 
Clinic Now, the last () months or so, not only they have not got 
doctors, they are cutting down on the pharmaceutical— the phar- 
macy part of it You speak to the guy, he only allows so much 
budget, and when that budget runs out, they have to wait for a 
new appropriation to get more medicine 

You say well, what do I do now? Well, we will get your prtacrip- 
tion You go to Fort Monmouth, you go to Fort Dix, go to Fort 
Hamilton, and you do not know if they got it, but you have to call 
them first Go to your own pharmacy 
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xNow. I believe in cutting budgets, but they certainly should not 
cut budgets where the promises were made to these people They 
found the money, but they got you clothes, they got you a weapon, 
they got you a house to live in, they fed you three times a day, they 
took care of you when you were sick, they made promises, do not 
worry, you are taking care of the country, vvhen you get out. we 
will take care of you Well, they are not dcing it. 

Now, all I want you to do is keep that in r lind when you do your 
voting, not to forget the aging veteran. I had another one, but I do 
not want to make it too long That is all I have to say Thank you 

Mr Saxton Thank you, sir. and I want you to know that at 
least there are three people in the U.S. Congress who are here 
today who understand exactly what you said and that is why ihct 
was the No 1 segment of our program because we know it is a 
problem We know that veterans are entitled to certain benefits 
We know that they are provided at a level which is less than desir- 
able. 

We also know that we have to find ways to fund various parts of 
Government, including the funding of proper veterans benefits. 
That is what we are trying to do. Mr. Smith is a member of the 
veterans affairs committee, and I know that he is directly involved 
in it, and I have been involved in it as well. 

So, I appreciate very much what you said and thank you very 
much 

Mary Lou Hyman 

STATEMENT OF MARY LOUSE HYMEN. ASSOCIATE 
ADMINISTRATOR. GARDEN STATE REHABILITATION HOSPITAL 

Ms Hymen My name is Mary Louise Hyman, and I am the asso- 
ciate administrator at Garden State Rehabilitation Hospital. 

I am here to sppak on two issues. One is the proposed VA clinic. 
Back in the early 1970s, when there was a severe gas crisis here in 
the area, we contacted— Garden State Hospital contacted the Vet- 
erans Administration and asked them if they would allow us to 
provide services to the VA population in this area. We have an am- 
putee clinic that provides much outpatient rehabilitation services 
They, in their good wisdom, said that they thought that was a dy- 
namite idea, and t!it*y allowed us a contract to provide outpatient 
rehab services 

Of course, when the gas crisis finally blew over, if that is what 
\ou can call it. those services were then no longer allowed, and 
went back to having the people of Ocean County having to drive 2 
and hours to receive their care 

There is precedent for having contracted services There is prece- 
dent for allowing a community to be able to provide services to its 
own people rather than having them go many, many miles in order 
to get those services, and I think that perhaps if the VA committee 
would search back in some of its records, and would also search 
into some of its present records, because I know of an institution 
just recently that received VA— a VA contract to perform the full 
range of VA services, and this is a small clinic in upstate Pennsyl- 
vania for the people in that area 
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So, there is precedent for providing the kinds of services that the 
clinic coalition here in Brick has been talking about, both on a sep- 
arate clinic bill basis and aNo on a coalition basis, where services 
that are already available and underutilized can be used to serve 
the population that now has to drive 2 hours away to get checked. 

So, we do fully support the clinic concept of the VA clinic in this 
area. 

The other thing, if I take off my name tag as associate hospital 
administrator, is I am also a member of the American Occupation- 
al Therapy Association, and I would like just briefly to comment on 
home health care service. 

There is presently an amendment before the Senate and Senator 
Boggs has initiated that amendment It has broad support on a bi- 
partisan level to add occupational therapy services to the home 
health care model. 

This bill or amendment to the Medicare Act has been to several 
times and it, again, is coming up for review. The provision of occu- 
pational therapy services presently are such that if a client or if a 
patient needs occupational therapy services, they must also receive 
nursing services and physical therapy services. 

Well, in many cases, patients do not need physical therapy serv- 
ices or do not need nursing services, and do need occupational ther- 
apy services. This morning, S'ster Confroy made a comment about 
a lady who had upper extremity injuries due to a fall. 

This particular lady could have very much benefited by occupa- 
tional therapy services because most — much of what she probably 
needed was retraining in independent living skills. How do you do 
things that you could— that you cannot do because of a disability? 
How can you be retrained to do them with your disability? That is 
the primary function of occupational therapy, and I think that if 
occupational therapy services were provided on a more regular 
basis, without all of the constraints that are put on the provision of 
those services, prior to it being authorized, that— and we do have 
studies through the American Occupational Therapy Association, 
that will document this, that we can reduce the length — not only 
reduce the length of hospital stays, but we can also reduce the 
amount of home health and homemaker ser^ s by providing 
proper therapy services and adaptive equipment to people that go 
horre and that need some aid. 

Mr. Saxton. Who ^ould make the determination as to whether 
or not this type of therapy ^s to be prescribed? The doctor? 

Ms. Hyman It would be ordered by a physician, and it would 
also become a part of the care plan that is developed by the home 
health agency Occupational therapists are on staff with most 
home health agencies. 

As a matter of fact, they are required by Medicare to have occu- 
pational therapists on staff. Yet, they put so many roadblocks prior 
to the utilization of those services that they are very much underu- 
tilized, and I should thinl' in many cases, the cost-effective nature 
of home health care is not greatly served by those roadblocks. 

The American Occupational Therapy Association has a lot of in- 
formation that we will be providing to you and to your committee 
about the addition and f he expansion of occupational services for 
home health 
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Thank \ou 

Mr Saxton Thank you very much Mi Green berg 

STATEMENT OF WILLIAM CKKENBEKC. VETERAN 

Mr Greenberg My name is William Greenberg 1 am a resident 
of New Jerse> for 14 years I am also a veteran. World War II, and 
was discharged in 1JM3, and fortunately, I never needed any serv- 
ices I feel very happy about that, but some of mv friends are not so 
lucky, and, of course, it would take too much time to go into that. 

But, I have no love for the VA, for what they have done to 
some— for some of the refusals of some of my friends Now, I 
happen to be fortunate, perhaps, in one way. I happen to have been 
connected practically all my life with the theatrical industry, as a 
sound engineer, and also motion picture projectionist. 

That made me eligible, through my connections, to become a life- 
time member of the Will Rogers Hospital, and that was the finest 
in the country, and I feel very good about all that because I will 
never have to come to the VA, and that is it. That is all I am going 
to say on the VA 

Now, I will get back to Medicare As I said, I am a resident of 14 
years When I was here about 10 years, my wife suddenly took ill. 
She was taken to the hospital Within a few days, we had several 
doctors on the cr^e, one of the doctors called me in and told me 
that she had a serious illness. 

Right away, I received a letter from Medicare, somewhere about 
4 o clock, I received my notice before 4 o'clock, telling me that my 
wife would have to be taken out of the hospital as of that date. 
Now, I understand checkout time is somewhere about 11 am or 
thereabouts 

I spoke to one of the doctor* told him ^hnyt the letter, he said 
there was nothing that could be done. He says I wilT not getln- 
volved in Medicare I said but what if something happens. Said I 
have no choice 

I said, but, in your opinion, can she leave the hospital? He said 
absolutely not. I said then what do we do? He said the only thing is 
perhaps if we order more tests I said but, doctor, what are the 
tests goLig to prove? He said nothing Maybe we will learn some- 
thing. I said well, for the doctor to learn something, I am not going 
to let my wife sit in the hospital for more tests 

So, I said, well, I have no choice, but to take her home, and to 
have the doctor arrange for Medicaid, and I brought her home Sat- 
urday Friday, it was too late for us to make arrangements. 

When she left the hospital, the doctors told us there was no way 
we could handle it at home, and I knew it, but they said I had no 
choice. She stayed overnight The very next morning, we had to go 
down I had to take my wife home. 

She went back to the hospital The hospital charged me for the 
time she wa3 there. I paid the hospital The doctors billed me for 
readmission, for readmission, and 1 said, this is absurd, she only 
stayed home ^>ne night. 

So, I paid the doctor, I paid the hospital, I did not want to make 
the issue because I had a problem on my hands as is. Money had 
no value to me, but this is why I had been to Medicare I was 
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ripped off. I was sold out, and 1 think when all this money goes 
across the ocean to foreign countries to help starving people, I be- 
lieve the Government does not give a rap 

I have been paying into this, pnd until twelve years ago when I 
came here to retire. I never had anything out of Social Security 
until two years ago. and they paid out a pittance compared to what 
I paid in But, I think that Medicare— I do not know I do not think 
the Government gives a rap about the people, to be honest with 
you. with all due respect to you, but that is how I feel about it 

Thank you very much 

Mr Saxton. Mr Greenberg, I would just like to say that stories 
and episodes such as the one that you just described certamly bring 
home to us. who view these programs sometimes, as just that, pro- 
grams, bring home to us the f t that they nave a very dehumaniz- 
ing effect on people and people have to deal with them on a first- 
hand basis, and when they do not work right, as they did not in 
your case, it points out why the system needs to be fixed or modi- 
fied, as one of the people said. 

The other thing I would like to say is that your— the story that 
you just told of your wife is also a symptom of this lock-step system 
that they, in 1981, put in place, and then modified in 1983, to pro- 
vide for this prospective payment system 

Just as everyone is different, everyone's illness is different, and 
what this system attempts to do is to treat everybody the same by 
saying that if you break your arm, you are allowed a number of 
days in the hospital, whatever the number is or a number of dol- 
lars to fix the broken arm, and each illness is treated in that way. 

I have heard stories similar to yours, where the time ran out, 
people had to go home I have heard stories where the time ran out 
and the hospital kept the people anvwav and, of course, this is 
under the State system, where the hospital cannot be reimbursed. 

So, the reason that we are interested in being here today to hear 
this testimony is because we would like to try to modify the system 
in some way, so that these things do not occur, and, at the same 
time, provide for some cost savings because, as you have probably 
read in the newspapers, the system is said to be in not good shape, 
that it could have severe financial problems and go broke some 
time in the early to midnineties, and we have to keep that in mind 
as well 

But, we are appreciative of you coming here today to tell us of 
your personal experience with the Medicare program 

Are there any other witnesses today or anyone else who would 
like to say anything 7 [No response.] 

If not. I will declare the hearing officially closed 

(Whereupon, at 1 48 p m , the hearing adjourned ] 
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Congressman H JamjsSamun 
Congress of the fritted States 
Washington DC 

Dear Coxgrlssman Saxton » have been most interested in following your action 
in attempting to preserve Social 3ecunt> and Medicare Benefits As a member of 
the National Committee and a:, a lifetime Employee Benefit consultant laO vears), I 
am vitally concerned with the proDOsed elimination of COLA am • Medicare re- 
ductions 

We senior citizens ha\e financed Social Security and Medicare and I fail to under* 
stand how and why the govt" a men t contemplated using anv of these funds to fi- 
nance the federal deficit 1 

It was with great interest that I learned you were going to hold a hearing on the 
subject of health care for the aging population on June 24 lMa at Holiday City I 
look forward to attending and meeting vou at that time Please be prepared to com- 
ment on wh> there i« not a more concentrated attempt to limit the amount of 
awards in malpractice suits I feel that lawyers and courts are milking the public by 
permitting th • astronomic.il awnras If a maxmnmi wa> e-tablished, it would effect 
a si/eabie reduction in premiums for malpraCice insurance with resultant reduc- 
tions in health LOsts 

I look forward to the June 2ith meeting 
Sine "rei v 
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Members of the Committee I am Craig A Becker. Vice President of the New 
Jerse\ Hospital Association 

The New Jersey Hospital Association, which represents all the hosMtah in New 
Jersey, is testifying todav at this field hearing of the House Select Subcommittee on 
Retirement Income and Employment to lend our assistance to this Subcommittee 
through our experiences with N»>w Jersey's Prospective Payment /DRG experiment 
Congressmen Saxton and Smith, we know you have long been interested in hospital 
and health matters, and we appreciate the opportunity to address the Subcommittee 
on this most important matter affecting the delivery of health care to the people of 
Ne*\ Jerse\ 

I would like to address my remarks to the issue of Health Care under the Prospec- 
tive Pricing System and the ORG system as it relates to New Jersey and to com- 
ment on its effectiveness a^ . mechanism to pay New Jersey hospitals 

We applaud the concerns of this Subcommittee and of Congressmen Saxton and 
Smith over the health of our health care system and we would caution the members 
of the subcommittee not to be hasty in drawing conclusions from hearsay, misinter- 
preted or incomplete data There is too great a temptation to sensationalise and to 
speculate or the effects of the PPS'DRG system However, one thing we have 
learned 'm»n our experience is that New Jersey has held the line in the cost of 
health care and has been able to do so withoui jeopardizing the qaalitv of care It is 
true that the DRG system has shortened length of stay in our hospitals, which 
means patients are going home more rapidly than in the past It is hecause of this 
that we recognize the need for an examination of home health care at both the stale 
and the federal level 

If there is anything we have learned however, from our experiences, it is that the 
financial inlegntv of each individual institution must bo preserved if the federal 
government designs a system wmch averages .ill oospitaK tests per diagnosis to a 
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single raU\ the catastrophic result could U* average care, average services and av- 
erage qu<*l:t> 

New Jersey experiences must „lwavs be viewed in lignt of the State's hospital 
rate setting law. PL i:»7S. Chapter M, which was enacted bv the New Jersey Legis- 
lature Among other things, th;s lav spreads the costs of uncompensated care 1 indi- 
gent care costs and had debts) among all payors It also guarantees the solvency of 
effectively and efficiently operated operated hcspitals As vou know, the Medicare 
PI'S reimbursement system does not include the^e features " 

Official statistics show that costs per an> unit of output selected, including both 
admissions and days, haye risen at a slower rate in New Jersey th:in in the nation 
as a whole since the DRG system was implemented here in i*»SO However, costs 
also rose more slowly in New Jersey before DRG's were implemented since we have 
been a leader in cost containment efforts New Jersey has had some form of rate 
setting since 1JHJJJ Prior to that, we succeeded in containing costs through ^ volun- 
tary formalized budget review process 

One evidence of our ongoing effectiveness is that for 1978 to 19M, New Jersey 
ranks olst, absolute last, in the United States in percent of increase of both total 
expenses and total net revenue per adjusted admission 

However, there are clouds on the hanzon The New Jersey Hospital Association is 
very much concerned about the current freeze on both PPS rates and on the move- 
ment toward total payments on the federal rate We have run models which show 
New Jersey losing between $60 and $70 million if both freezes are enacted In effect. 
New Jersey in being doubly penalized —one, it loses its inflation increase, and two! 
it is significantly below the nat onal rates paid under PPf and therefore will lose if 
the move to the national Payment System is halted 

We would urge the Subcommittee to use its influence to see that at the very least, 
the mo\e to national rates goes forward 

Finally, let me thank you for your time, interest and commitment to meeting the 
health and hospital need** of our seven million residents of New Jeisev 
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HAV> PATIKNt's POST HOSPITAI NFH1S CHAN (it I) } 

There is no doubt that post hospital needs of the patient have changed Patients 
are being discharged sooner than before which has plated a greater emphasis on the 
Home Care Service agencies Patients require more intensive mirsmir ma" rohnba, 
lation post hospital discharge to re-establish their lives in the home environment 
This includes an even greater empahsis on placement of Home Health Aides I have 
seen an increase in the awareness in this area with changes in regulations in the 
Medicaid and Medicare to support this need I have experienced less support and 
recognition from private insurance industry and I see the ne?d to expand Home 
Health Services coverage within all insurances Patients now are returned to the 
home environment while they are still in the recovery stage of their illness or 
recent disability Patients and their families, at this time, have not adjusted phys- 
ically or psychologically They require more help and support at this time We have 
experienced situations where the maximum support available and possible under 
current regulations was not sufficient to prevent regression of the patient's status 
and re-ad mission to the hospital became necessary Many of these patients, dis- 
charged at a later date were re-estahhshed to their home environment and sucess- 
fullv "after the second discharge because their needs were better assessed and suffi- 
cient recovery time had elapsed " However, re-ad mission may not have been neces- 
sary if expanded "man" hours had been allocated toward their care during the ini- 
tial discharge adjustment period Many times the cause was not their physical 
status as much as it was due to their "psychological status -feai, frustration and 
feelings of hopelessness 

HOW AKK PATIKNT NhhDS HFINd MI-T ' 

I feel that the agencies in our geographic area have responded extremeiv veil to 
patient ne'ds considering the increase in patient numbers and specific needs There 
have been, due to the increased needs, times when we have experienced "manpower 
shortages", howevei, the present agencies and personnel have responded to meet 
the demands and will continue to do so as long as health care personnel can be 
made available The system is well established as long as it is supported I am con- 
cerned, however, about the cooperation between hospitals and the present county 
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Health Care Agencies The established agencies have the appropriate mechanisms 
to promote «.< ordinated aire and patient entry into then svstem However, there has 
been < n increased incidence of dual services involvement which have been ordered 
creating coniusion and delayed care This has occurred in some incidences for rea- 
sons of "competition" which has recently become more prevalent within the health 
care community Phis has occurred not because \arioas hospitals and agencies are 
"competing to estahlish the best service. the\ are "competing" for the "patient 
dollar" 

HOW HAVt LONd TERM t OSTS Bf FN AFFECTED 9 

In believe long term costs have basicall> been reduced with the present system 
when considering the cost per p c tient I also feel that home care status is a better 
alternative to institutional care We do have a temporary problem with transition to 
the present system, however, as long as the present agencies are supported, not 
forced to compete, thev will help to establish a humane and cost effective system 
The expansion of Home Health Care and Out-patient Services will eventually con- 
tinue to reduce cost per patient by preventing institutionalization I believe that the 
supporting and developing of Home Care Services to enable early discharges from 
institutions and developing, promoting and preventing developmental disability of 
the aging and the presently disabled, we can reduce the need for institutional care 
and furthc reduce total cost, not just cost per patient 

ARE PATIENTS HAVING ACCESS PROBLEMS 9 

I have mentioned in my eanler commentary that 1 have experienced some prob- 
lems due to developing competition among health care providers, however, I hope 
that this will be resolved in another arena I have not experienced patients having 
access difficulties due to the present system as it exists The> have had access prob- 
lems due to comprehensive planning difficulties due to competitive negligence, 
sudden and/or premature discharge from hospitals and/or lack of appropriate refer- 
ral and information to the agencies 1 have experienced some access difficulties due 
to manpower shortage which has resulted in delays in service, however, this has 
been less problematic in the past year now that agencies have started to catch up to 
the needs of the patient under PPS'DRGS regulations with earlier discharges 

We do have continued access problems for patients that have not been institution- 
alized and'or have been previously disabled Present regulations do not effectively 

cover these situations Many patients are denied coverage unless thev have been in- 
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These people often cannot afford private pay service and tnereibre are denied or 
forced to deny themselves appropriate service These patients then will become 
more infirm, disabled and dependent Prior to PPS/DRGS and the strongly enforced 
PRO, patients that presented deteriorating health status were more readily readmit- 
ted and eventually discharged so they could be managed within the guidelines of 
post hospital care regulations Admissions now are being denied or delayed until 
their status has dramatically declined Once this situation has occurred we will see 
readmissions eventuallv at higher institutional costs, requiring more extensive and 
expensive treatment and care, both during institutionalization and post institutional 
care There also is the probability these patients will not be able to be re-established 
in the home setting 

I feel that new regulations must be formulated to cover these patients so that we 
do have the means to maintain patients and the aging in the home m specific situa- 
tions Presently, New Jersey s Medicaid System is studying this situation on a trial 
basis I feel that the need is great enough that a "trial" situation is not necessary 
and that Medicaid, Medicare and private insurance should move to enact regula- 
tions to meet this present need as soon as possible Without new regulations to 
cover this status, patients will continue to be deprived appropriate long term care 
and be lorced to deteriorate in an inhumane existence until less cost effective acute 
care is required 

SUMMARY 

I have been direct 1\ involved in patient care iind management of Patient Care 
Service for 1<> wars The health care svstem has changed dramatically during this 
period with specific reference to the last 10 wars We have not only had major 
changes in area* of technology which have advanced the types of service's available 
to the patient population, we have also seen m.ijor changes in the administration of 
these serv ices 
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Professional gains have enchanced the potential for more effective care services 
and have made it possible for the aging and disabled to re-establish their lives and 
be productive members of society in larger numbers than e\er before We must also 
credit a significant change in public awareness of their needs and the willingness to 
help the disable realized their goals This could not have been accomplished without 
the dedication of professionals throughout the health care system \olunteer organi- 
zations and political forces such as yourselves, that recognize the r * fK of the aging 
and disable populations within our society 

We ha\e not yet, however, obtained our maximum potential nor have we fully 
succeeded in establishing appropriate guidelines and goal** to meet all the present 
needs and future needs of the disabled 

The present PPS/DRG system has evolved as a well meaning system, attempting 
to contain rising costs as well as not to deny patients necessary and justifiable ap- 
propriate care Many times patients will be forced to leave hospitals sooner than is 
appropriate to meet tb^ir physiological and psychological needs This has resulted in 
greater reliance and responsibility of the Home Care Professionals Home Care is a 
viable alternative and. in many cases, has responded extremely well in meeting the 
needs of the patients In other situations patient's needs would ha\e been more ap- 
propriately resolved in the institutional setting 

I have also come to realize in recent years, that the same reason that institutional 
care has become financially restrictive will potentially occur in the home health 
care service area The necessity of cost -Ontainment will cut back services and gains 
made in the home care system will oecline as gains realized at the institutional 
le\el have already declined during the past 10 years 

How we resolve these problems is not a simple question, yet I feel I can very 
easily recognize the causp and reason we are faced with these problems I am sure 
that we can all agree that if we recognize the cause, we can also realize a possible 
cure It will require a strong will to survive and a strong resolve to see it through 
We must take the "profit'' out of medical care services and we must reduce the cost 
of administration for the services 

We have seen "medicine" become an "industry for profit'' The fact that we, as 
medical care consumers, have had to pay a greater percent of our cost for service for 
n iministration and profit has directly and indirectly cost us not only in dollars but 
has cost us dollars for the amount of service We cannot aford an "industry for 
profit" in the medical areas that are related to direct service care for our patients 
The "patient" has become svponymous with the word "consumer" This is wrong 
and I contend it has no place in the "Humanities of Medicine" The disable patient 

»- _ * i _*i * . . „ i. i * . i ' « \. . " r . 11 j r i i.i 

goods If the ' consumer" does not find the right shoes at the right price today, they 
can wait and will survi\e The patient does not have that capability and has to 
accept today the wrong price and many times the wrong service 

We must realize that every time a service is provided through a Health Care 
Agency or hospital, owned or operated bv a "profit" oriented organization, "monies" 
are being directed away from direct patient care The growth of the health care "in- 
duct rv" into "corporations fur profit ' should be examined and will have to be regu- 
lated more effect i\el\ if our hedlth uire ^Wem is to grow to meet patient needs and 
remain financialh sohent 



Mr JfRR\ Vandlrwooi) 

iA'gislatnv Assistant to Hvprt'svntahiv Sttxttm 
Washington IX' 

Dkar Mr Vandkrwood We wish to thank vou and Rep Saxton for allowing us 
the opportunity to attend the field hearing for the Select Committee on Aging, held 
in Toms River on June 24, IftSo 

I am enclosing additional information to be nuluded as testimony in the section 
regarding Home Health Care as an Alternative This testimony is in support of H R 
21 lf> introduced b; Mrs Lindy Hoggs to extend Part B reimbursement to skilled 
nursing facilities, rehabilitation agencies, outpatient clinics and home health serv- 
ices By passage of the bill, a significant cost savings in terms of total health care 
dollars expended can be achieved and services could be prouded in a more appropri- 
ate setting for many of the medicare recipients 

Thank-you for including this testimonv in the record 
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Please also see that I receive a copy of the testimony from the field hearing 
Please send to the address hekm 
Sincerely 

Mary Louisf Hymen 
Prkparfd Statement of the Amfrk an Occ upahokal Therapy Association, Inc , 

ROCKVILLK, MD 

Mr Chairman and members of the subcommittee, I appreciate the opportunity to 
speak with you today and offer recommendations for financial reform of the Medi- 
care program 1 represent over 37,000 occupational therapists, occupational therapy 
assistants, and students of occupational therapy who serve some 5 million Medicare 
beneficiaries every year As you may know, occupational therapy is part of the 
multi-disciplinary rehabilitation team Our treatment of elderly and disabled people 
who have suffered a stroke or heart attack, have cancer, multiple sclerosis, or ar- 
thritis, directly reduces symptoms such as pain and deformity It also greatly re- 
duces dependence in daily life activities, so that patients who receive occupational 
therapy are far more likely to remain in their homes and avoid institutionalization 

I am here today to call the subcommittee's attention to H R 2116, a bill intro- 
duced by Mrs Lindy boggs last year that would complete the Medicare coverage of 
occupational therapy services by extending Part B reimbursement to skilled nursing 
facilities, rehabilitation agencies, and outpatient clinics the bill has over 70 cospon- 
sors in the House, and a companion Senate bill, S 1615, introduced by Senator Mat- 
sunaga, has 8 cosponsors The bill does not represent a major expansion of Medicare 
coverage of occupational therapy services, but rather a fine tuning of the system to 
extend coverage to less costly community outpatient settings 

Mr Chairman, with respect to the financial crisis facing the Medicare program, it 
is our contention that one of the causes is the program's emphasis on coverage, 
almost without limit, of costly institutional care with inadequate attention and even 
disincentives to the use of less costly care in community settings. Our members are 
aware of the actions that this subcommittee has taken in recent years to expand 
Medicare coverage of home health, Comprehensive Outpatient Rehabilitation Facili- 
ties (CORFs). and hospice care and believe these were very positive actions Howev- 
er, we would urge the subcommittee to continue in the direction of expanding cover- 
age for outpatient and ambulatory care by seriously considering proposals like H R 
2116 

With the enactment of the Medicare Prospective Payment System, patients are 
being discharged in more acute stages of illness Many patients will need to contin- 
ue their rehabilitation treatment in outnatient settings This bill would allow bene- 
ficiaries to receive occupational therapy in less costly settings It will also make the 
service more accessible, by having it available in rehabilitation agencies and outpa- 
tient clinics If patients do not receive adequate occupational therapy services to 
help them achieve independent living, it is quite possible that they will be rehospi- 
talized or require greater use of costly institutional services, such as nursing homes 

The Congressional Budget Office (CBO) has established a cost estimate for this 
legislation of 10-14 million dollars We believe this is an extremely modest expendi- 
ture of Medicare dollars compared to the benefits that would accrue to beneficiaries 
and the system Moreover, the CBO estimate does not include any offsetting savings, 
which we contend would occur immediately if this bill is approved Let me give you 
an example — the average cost of one hour of occupat'onal therapy treatment at the 
outpatient department of a hospital is $63, at an Easter Seal Center in the commu- 
nity— $48, and in an outpatient clinic — $36 We have estimated that if just 10 per- 
cent of Medicare beneficiaries received their occupational therapy treatment in a 
community setting rather than at the outpatient department of a hospital, the Med- 
icare program would save 2 4 million dollars If 20 percent did so, the savings would 
be 4 s million dollars 

Mr Chairman, let me close with data from 2 studies which show the cost savings 
when occupational therapy is included in the rehabilitation of patients 

A study of 114 stroke patients received two hours of daily occupational therapy in 
a rehabilitation program found that the percent age of those able to live at home 
rose from 37 to 73 percent The authors of the study found that 21 months after 
discharge, the cost of the entire program had been offset by the savings of the pa- 
tients remaining at home 

Another study of 20 multiple sclerosis patients receiving therapy treatment, in- 
cluding occupational therapv M a rehabilitation center found the patients improved 
significantly in mohihtv inc! self care activity As a result, the annual average cost 
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of their care following therapv treatment dropped from -*> thousand dollars to 10 
thousand dollars A savings of M> thousand dollars per patient' 

Mr Chairman Medicare coverage of occupational therapy pays off Extending 
coverage to these less costly outpatient settings could pay off double or more 

Thank you for the opportunity to present our views 1 would be pleaded to answer 
any questions 

Thf American ()(( lpationai, Thkrapy Association, L\r — Fact Shi-kt 

OCCUPATIONAL THKHAPY MEDICARE AMENDMENTS 

The Occupational Therapy Medicare Amendments were intorduced in the Senate 
cn March 20, 198."», S 12'A by Senator Spark Matsunaga with Hi cosponsors It was 
introduced in the House on April 4, 1985, by Rep Lindy Boggs as H R 198.) and now 
has 81 cosponsors 

The Occupational Therapy bill was considered by thj 98th Congress as H R 2116, 
with 70 cosponsors, and S 1615, with S cosponsors HR 2116 was approved by the 
Ways and Means' Health Subcommittee and the full Ways and Means Committee 
The committee report (House Report 98-1101) stated, "the value of occupational 
therapy services to medicare patients, and especially the avoidance or shortening of 
the need for institutional care that may be possible through the appropriate provi- 
sion of these services, merits a modest expansion of medicare coverage of occupa- 
tional therapy services " 

THE OCCUPATIONAL THERAPY BILL AND A COMPARISON WITH CURRENT 

LAW 



Part A 

Proposed amendment*- 

Current Law Hospital inpatient 

Skilled nurs»ng facility 
Home health 
Hospice 



Port B 

Skilled nursing facility 
Rehabilitation agencies 
Private practice 
Hospital outpatients 
Physicians' offices 
Home health 

Comprehensive outpatient 
rehabilitation facility 
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A study of stroke patients receiving two hours of dally occupational therapy in a 
rehabilitation program found that the percentage of those able to live at home rose 
from H7 percent to 7:i percent The authors of the study found that 21 months after 
discharge, the cost of the entire program had been offset by the savings of the pa- 
tients remaining at home 

A study of multiple sclerosis patients receiving occupational therapy at a rehabili- 
tation center found that mobility and self care skills had improved significant^ As 
a result, the annu'il average cost of their care following therapy treatment dropped 
from $26,000 to ,$10,000, a savings of $16,000 per patient 

If just 20 percent of Medicare beneficiaries received their occupational therapy 
treatment in a community setting (the focus of the occupational therapy bill) rather 
than the outpatient department of a hospital, the savings would be $4 8 million 

( BO KsTlMATt 

The Congressional Budget Otfke tCBO) has estimated that the occupational ther- 
apy proposal would tost the Medicare program an additional .$10- M million Howev- 
er, this estimate does not take into account any offsetting savings, such as those de- 
scribed above The CBO is presently investigating the possible savings associated 
with this b'll 

CHUPAIIONAl THM'APV K>h I i'K Mf I)l( AKF PA HI- \ I 

rehabilitation sci \ u c 

splinting and specialized treatment to reduce pain and deformity with arthritis 
training patients !o junction independently at home after stioke 
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perceptual retraining after mjur> to brain 

strengthening and endurance activates for patient** with earner 
training in the use of prostheses and adaptive equipment, ^uch as ,1 raised toilet 
seat 

mobility training to prevent decubitus ulcers 

teaihing swallowing techniques to remove dependent on nasal gastric tube feed- 
ings 

WHAT IS AN OCCt PATICNAL THERAPIST 0 

An Occupational Therapist. Registered <OTRi has completed a four->ear baccalau- 
reate degree program and six to nine months of supervised fieldwork experience 
The occupational therapv curriculum includes courses in developmental psychology, 
anatomy, neurophysiology, and the social sciences The supervised fieldwork co ers 

f such areas as psvchiatry, physical medicine, gerontology, and developmental disab- 

ilities There are currenth oi) professional level occupational therapy program*, in 
colleges and universities throughout the country All programs are accredited by the 
Amenan Medical Association (AMA) in collaboration with The American Occupa- 
tional Therapj Association. Inc This collaborative relationship, dating from is 

t the oldest existing involvement between the AMA and an allied health profession in 

the accreditation area At the present time occupational therapists are licensed in 
28 states the District of Columbia, and Puerto Rico 

(X Cl PATIONAL THERAPY MEDICARP AMENDMENTS 
INTRODUCTION 

Occupational therapy is an important component of medical care, and one whose 
goal is to assist in restoring useful phvsical function following disabling accident 
and illness The occupational therapist works as a member of the rehabilitation 
team, headed bv the phvsician, along with other health professionals such as physi- 
cal therapists, speech pathologists and audiologists, social workers and psycholo- 
gists 

Occupational therap> serves to assist the patient in achieving the maximum level 
of independent function by mobilizing those capacities which remain after accident, 
disease, or deformity Patients include persons suffering frowi cerebrovascular 
events 'strokes), arthritis, cerebral palsy, spinal cord injuries, hand mjui ?s, ampu- 
tations and burns, people with visual, auditory and speech disorders, and those with 
psychiatric problems Occupationa 1 therapy is directed at impi iving impaired 

ordination sensor> integration and monitor planning, impaired concentration, atten- 
tion span, thought organization problem solving, and impaired visual-spatial rela- 
tionships, bod} schema, figure giound discrimination The occupational therapist 
also seeks to prevent muscle atrophy, minimize and prevent deform.it>, and increase 
pain tolerance 

LEGISLATIVE BACKGROUND 

The Occupational therapy Medicare Amendments (HR 19So and S would 
extend Medicare reimbursement under Part B of Title XVIII of the Social Security 
Act for occupational therapy services in three settings not covered under existing 
law, (li skilled nursing facilities, (2) clinics, rehabilitation agencies, and <H) private 
clinic settings C ♦rrpntlv, occupational therapy is a fully covered se r vice in a hospi- 
tal, hospice. «\iiled nursing facility, or home health setting under ^art A of Medi 
care The present Part B coverage is limited to treatment received in a hospital out- 
patient department, a comprehensive outpatient rehabilitation facility, a home 
health agency, 01 when incident to phvsician services 

Similar legislation was introduced in th 98th Congress (HR 21H) and S lhlo) 
The House measure was jointly referred to the Committee on Ways and Means and 
the Committee on Energ} and Commerce The Ways and Means' Health Subcommi- 
r tee approved the bill unanimously and the full Committee reported the bill fc.>or- 

ablv on September 2K, 19S1 However, scheduling constraints precluded the Energy 
and Commerce Committee from completing action on the bill prior to adjournment 
of the Wth Congress 

In the WHh Congress the legislation has been introduced in the House by Con- 
► gresswoman Lmd\ Hoggs iD-LA) with S'J cosponsors, and the companion measure 

has been introduced in the Senate b> Senator Spark Matsunaga (D-Hll was lb co- 
sponsors 
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Out-of-hospital treatment has become incieasmglv important under the Medicare 
Prospective Pavment Svstem A recent (J AO report indicates that patients are being 
discharged from the hospital sooner cind in need of mam more services Without 
adequate coverage for rehabilitative services, the recidivism rate for patients, par- 
ticularly the elderl>, increases Recent studies confirm this and substantiate the 
need for the proposed legislation One indicates that stroke patients who continue 
rehabilitation services after the} have left a hospital continue to make further 
progress towards independence Conversely, a second study indicates that patients 
whose rehabilitation program is interrupted or is mis&mg a component, such as oc- 
cupational therapv, do not make further progress and, in fact, lo^e the independent 
skills gained during their hospital stay 

The need for occupational therapv coverage under Medicare Part B is particularly 
urgent in skilled nursing facilities when patients must be switched from Part A to 
Part B coverage When this occurs, their rehabilitative process is severed because 
essential occupational therapv treatment must be discontinued under the provisions 
of current law 



The treatment in community-based settings proposed in this legislation is a posi- 
tive, cost-effective refinement of the current program, providing increased access to 
the services for patients at substantially less cost to the Medicare program A 
survey of these services in varied delivery settings confirms these potential savings 
For example, just outside Washington, DC in the Maryland suburbs, an hour of 
occupational therapy treatment given at the Montgomery General Hospital is 
$72 00, at a nearby Easter Seal Center, $40 00, and in a private practice clinic, 
$35 00 In Miami, Florida, an hour of occupational therapy at Palmetta General 
Hospital is $144 00, at the Easter Seal Center of greater Miami, $60 00, and in a 
private clinic. $60 00 If some 40<r of Medicare beneficiaries, less than half, were to 
receive their occupational therapy treatment at one of these less costly and more 
accessible community settings, $9 6 million in savings would accrue *he program, 
enough to essentially offset the Congressional Budget Office's estn first year 

cost of H R 19So of $9 million In subsequent years the savings c< n crease as 
more beneficiaries begin to utilize the services in these community settings close to 
them 

These estimated savings do not factor in any additional economies related to the 
avoidance or shortening of the need for institutional care that may be possible 

saving aspect of the proposed legislation was of particular interest to the House 
Ways and Means Committee when it reported similar legislation last vear (House 
Report Part 1) 



Few legislative proposals have the potential to both refine and improve the deliv- 
ery and aceessihilitv of health care services and decrease costs This legislation 
would achieve these goals in a manner consistent with recent congressional efforts 
to decrease the long-term cost** of health care while maintaining our commitment 
to older Americans 



Hon II James Saxtov, 

US House of Representatives 

Lith Congressional Distritt, Xeie Jersey, 

Washington, 

Dear Congressman Saxton First, 1 want to thank you for giving me the oppor- 
tunity to attend the hearing scheduled for June 24 by the Subcommittee on Human 
Services of the Select Committee on Aging. House of Representatives, in Toms 
River, Ocean County, NJ I have enclosed a statement for the Select Committee on 
Aging, relating, as I perceive, problems facing the aging Veterans of our country 
Needless to say, I have not gone into detail, however, I believe my statement, al- 
though brief, does reflect my concern on some of the problems facing the aging vet- 
eran I also mentioned the same problems face the aging female veteran as we tend 
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not to think about thi^ group Again, rm thanks to >nu, and members of your Sub- 
committee, for allowing me to present a statement for the Committee's? reports 
Sineereh, 

Pam J TriJANO 
Prepared Statement ok Pail J Ti-liano, 19S5 

Mr Chairman and members of the Subcommittee on Human Service* of the 
Select Committee on Aging, House of Representatives, I want to thank you for 
taking time to explore the problems of the aging veterans and I deeply appreciate 
the opportunity you have given me to say a few words on this serious matter 

I will not be redundant— you have heard eloquent testimony given by eminent 
specialists, concerned and dedicated individuals responsible for providing counsel- 
ing, and health care services, to the veteran, and aging veteran 

Many aging veterans have experienced pain and frustration in obtaining needed 
medical care 9 many older veterans using the VA medical care system have little, or 
no health insurance 

There is a VA re port —"Health insurance coverage among veterans aged 55 years 
and over." contains data obtained through a survey of aging veterans Among report 
findings— "The South had the highest percentage of older veterans with no insur- 
ance 13 percent Almost one-fourth of older veterans with income $10,000 and less, 
had no insurance, compared with 9 percent of those incomes of $10,000 and $20,000 
The VA report stated "among veterans hospitalized m VA medical facilities, only 55 
percent have some health insurance, including Medicare and Medicaid) 

Mr Chairman, if I ma\ ,nsert at this point my concern for the aging female veter- 
an We tend to forget that this group also desene our attention and their problems, 
are in manv respects identical to the male veteran 

I'm not ,-v\are if an\ ^tud> have been initiated, or completed relating to the aging 
of the lemale \etera « If not perhaps now is the time to highlight this area for spe- 
cific attention by the VA 

Mr Chairman. v\e are aware that the primary function of the VA hospital medi- 
cal care system is to pro\ ide the best possible care for the veterans with service- 
connected disabilities Howe\ei, the intent or our Congress also provides the best 
care possible for veterans with non-service connected disabilities and this is con- 
tained in Public La* M-242, the World War Veterans Act, Public Law 91-500, 
amended 39 USC tilO by extending eligibility for VA hospital nursing home and 
domiciliary care to ' any veteran for a non-service connected disability if such veter- 
an is f>5 years or older " To reduce funding levels of VA medical care service, or not 
mu *asmg ouaget appiopriations to keep pace with increased costs, does not bode 
well for the aging veteran or for the future of tne VA medical care system as we 
know it today Reduction of funding, result*, in reduction of personnel levels, includ- 
ing the "hands on providers, mid level supervisory and professional personnel, will 
definitely reduce quahtv and timeless of care needed, particularly b> the aging vet- 
eran and whether service, or nonservice, connected 

Mr Chairman, to reduce the health medical care eligibility requirements of the 
non-service-connected veteran, now under consideration by the administration, is 
indeed a dangerous proposal 

Mr Chairman, veterans who a^ using the VA medical care system are either dis- 
abled as a result of military service connected disabilities, or, unable to to pa> for 
need and yes. man) times urgently needed medical care because of low income and 
as I stated earlier, with little or no health insurance After all, these veterans did 
serve their country honorably and many, although not incurring wounds, or other 
medical impairments, are considered by the VA to be non-servicc-connected they, 
too, must be considered as part of the aging veteran problem 

Mr Chairman. I'd like to add, at this point, that the VA must establish a policy, 
now, for furnishing care to veterans suffering from Alzheimer's disease, this is an 
insidious disease affecting a large group of our population, including the aging vet- 
eran 

Mr Chairman, I again want to thank you, and members of the Select Committee 
on the Aging for the opportunity to appear before the committee and taking your 
time to permit me to express some thoughts on this important, and yes, serious 
matter My sincere thanks to you. Mr Chan man and members of the Snbcommittep 
on the aging, for directing attention to the problems of the aging veteran I, and I 
know many, many veterans are indeed indebted to you for your deep interest and 
concern on problems affecting them, and are hopeful for solution by a grateful Gov- 
ernment 

Thank vou 

•# ^ Paul J Tui.iano 
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OiFA\Coi\n Vftmians S*R\ K h BUREAl', 

Toms Hirer, XI June IK I '185 

Hon H Jamr* Saxt on , 

509 Cannon House Offue Building 

Washington IX 

Dear Sir The Ocean County Veterans Service Bureau endorses ard fully sup- 
ports any programs which would enhance the Veterans Administration's medical 
services to the eligible veterans in Ocean and adjoining Counties 

The need for medical services in this geographic area has been substantiated by 
the Veterans Administration's briefing report dated March 26, 1985 The Veterans 
Service Bureau has recognized the need to make available those benefits for which 
entitlement exists To alleviate the problems encountered by veterans who have the 
eligibility far services of the Veterans Administration, but because of the nature of 
their disabilities, their age, or the distance to the nearest Veterans Administration's 
medical Cacility, could not utilize these services, the County of Ocean, through the 
support and sponsorship of the Board of Chosen Freeholders, has initiated programs 
which directly addresses the problems The programs initiated include scheduled 
transportation to Veterans Administrations medical facilities, and a program which 
affords professional counseling to Vietnam veterans and to their families A compe- 
tent professional service officer has also been added to the staff of the Bureau spe- 
cifically to meet with and assist the Vietnam veterans in the area However, these 
County programs are limited and cannot fully address the veterans administration's 
responsibilities to the more than 40,000 veterans in the County, and the even larger 
number of the veterans in the adjoining Counties 

The Veterans Administration has a program for fee basis authorization which, in 
essence, permits m eligible veteran to obtain medical services from the local, pri- 
vate sector, at Veterans Administration s expense However, this authorization is 
very limited and selective, and not readily available to everyone who has Veterans 
Administration entitlement The "fee basis" card is authorized cr terminated at the 
determination and whim of Regional Administration This benefit, ft best, is a very 
fragile benert, and cannot be construed as an extension of Veterans Administra- 
tion's medical benefits to satisfy the needs of eligible veterans 

In the past several years the County of Ocean has experienced a rapid rate of pop- 
ulation growth Because of the number of housing developments restricted to per- 
sons of mature age, the population growth has reflected large numbers of senior citi- 
zens Proportionately, the veteran population has increased, with significant num- 
bers comprising veterans of World War I and world War II whose medical needs are 
increased due to age Loncerted enecis nave also Deen productive in identitying tne 
Vietnam Veteran and the former prisoner of war, many of whom, by nature of their 
service, have unique problems and needs 

Recent legislation has addressed specific needs, especially relating to the veterans 
of World War I, former prisoners of war and Vietnam veterans Legisltion can ac- 
knowledge specific needs and extend eligibility for services, but if these services are 
not readily and conveniently available, large "numbers of veterans are not accorded 
the benefits which legislation proposes 

When compared with other states with comparable populations, it would appear 
that New Jerse> warrants additional Veterans Administration's medical services to 
meet the needs of the veterans It is indisputable that veterans in the Ocean County 
area must travel unreasonable distances to obtain the Veterans Administration's 
medical services For many veterans, because of age or disabilities, medical services 
from the Veterans Administration are denied because of this distance, even though 
there is entitlement for such services 

To meet the needs of the veterans, especi. '\ Jic aged or disabled veterans, con- 
sideration is requested to approve a Veterans Administration Outpatient Clinic in 
the geographic area of Ocean Count \ 

Very truly \ours. 

RnHHU W /MINIM K, 
Ptrvt tor 

O 
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